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Who got the 


$395,834,706 


General Mills took in last year? 














For raw materials 
and services ___ 


$323,656,161 


(81.8% OF SALES 
INCOME) 


Our 12,000 
employees ---- 


$45,568,148 
(11.5%) 


Fortaxes .. 


$10,568,126 
(2.7%) 
crite, ee, a nd 
$6,443,249 $6,807,969 . (7% ) 
(1.6%) (1.7%) 


During General Mills’ 22nd year, earnings totalled $13,251,218, compared with 
$11,654,036 for the previous year. Dividends amounted to $6,443,249, versus 
$5,934,019 the year before. Total sales were $395,834,706. If you would like the 
full story of our last fiscal year, write for a copy of our illustrated annual report. 
Address General Mills, Minneapolis 1, Minnesota. 
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your customers can enjoy all these plus services 





safety and convenience for your customers. But how much 
more you offer with American Express Travelers Cheques! 
He gets the most widely accepted cheque in the world, plus 
extra services available only through American Express. 





his mail can reach him “c/o American Express.” This service 
applies at any of the 196 American Express offices in 32 coun- 
tries—23 of them in the U. S, Our Paris office alone employs 
80 clerks who handle 8,000 such letters a day! 





Uniformed Interpreters—At dockside, at airports and rail 
terminals, all over the globe where visitors in strange lands 
need help most, uniformed American Express representatives 
are ready to go to any reasonable lengths to assist travelers 
who have difficulty in speaking foreign languages. 


when you sell them American Express Travelers 


Cheques! 





Help through Customs — Courteous, informed American 
Express agents are available to expedite clearance of luggage 
at customs, cut through red tape. Any American Express 
office will cheerfully give advice concerning passports, visas, 
international travel regulations. 








Local Headquarters for Travelers—For generations, local 
American Express offices have been the chosen meeting 
places of travelers the world over. Americans away from 
home are welcome to use the American Express office as they 
might a club at which to meet friends, 





What to See and Do — Travel-wise American Express coun- 
selors at every office will gladly advise your customers as to 
what to see, how much it costs, how best to get there, etc. 
Surely, bankers anxious to provide customers with the very 
best will recommend American Express Travelers Cheques. 


TED C 
MOST WIDELY acceP HEQues IN THE WORLD 


AMERICAN EXPRESS TRAVELERS CHEQUES 
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Sirs: 

It appears to me that as a “group 
of independent bankers”, we are miss- 
ing the boat in advertising service. 

First, we should in some way point 
out the difference in the FDIC in- 
surance operations on savings and 
loan associations. 

Second, we country bankers should 
withdraw our accounts from city 
bankers or other banks that use 
radio and mail service in promoting 
withdrawals of deposits from country 
banks. 

Third, we should change our time 
deposit and savings interest rates: 

6-month deposits ..... pay 1% 

12-month deposits ..... pay 142% 

24-month deposits ...... pay 2% annually 

36-month deposits ...... pay 242% annually. 

J. L. Kroeger 
President, Citizens State Bank 
Clara City, Minn. 
xk 
Sirs: 

On August 9, 1951, this bank trans- 
ferred $50,000 from reserves to sur- 
plus, making capital $50,000 and sur- 
plus $100,000. This is the 26th year 
of operation and all capital funds 
have resulted from earnings except 
the original capital of $25,000 and 
$5,000 (paid-in) surplus. Capital funds 
now are in excess of $205,000. De- 
posits seem to have leveled off at 
$14% million average. The directors 
hope to arrive eventually at a ratio 
of 1 to 5, capital to deposits. 

By the way, why doesn’t the Inde- 
pendent Bankers Association acd on 
$6, extra to the annual dues to pro- 
vide your magazine to all members — 
then the one billing and the solicita- 
tion and handling of non-members 
would be all the trouble you’d have. 
I’m sure it would simplify matters a 
little. 

Our $6 is enclosed to put us on 
‘your subscription list. More power to 
you! 

P. M. Smith 
Cashier, Crandon National Bank 
Crandon, Wis. 
xk 
Sirs: 

Why not work to have the Senate 
finance committee put the co-ops and 
the mutuals on the tax roll, the same 
as corporations and individuals? 

Why should corporations and in- 
dividuals have to pay higher taxes, 
when the co-ops and the mutuals paid 
no taxes in the last war and apparent- 
ly will not have to pay any taxes in 
the future, unless the present com- 
placency of the Independent Bankers 
Association and the American Bank- 
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ers Association is discarded and the 
facts are known to the people all over 
the nation. Please let us hear from 
you as to what your attitude is. 

The New Mexico Bankers Associa- 
tion has definitely gone on record to 
tax the co-ops and the other tax-free 
people. 

If all the bankers would join the 
Tax Equality Association we would 
get something done about this in- 
justice in our taxation program. 

We are awaiting yur reply. 

F,, H. Chilcote 
President, 
Farmers & Stockmans Bank 
Clayton, N. M. 


@ Reader Chilcote’s attention is 
called to our editorial of last Febru- 
ary, entitled “Whose War Is It?”, re- 
printed in full on Page 32 of this 
issue, and to last month’s editorial, 
“Ways and Means and Justice”. The 
attitude of THE INDEPENDENT BaANK- 
ER in the matter of tax equality is 
clearly defined in these two state- 
ments. — EpiTor. 

xx 
Sirs: 

I have received and read the Sep- 
tember issue of The Independent 
Banker. I believe it is one of the best 
issues — if not the best — you have 
gotten out. 

Your line of thought certainly co- 
incides with mine. We have written 
another advertisement that I think 
is one of our very best. It is enclosed, 
and you may run it in your October 
issue. “Prodigal Sons”, “Deflating 
Government” and “Robbing Peter to 
Pay Paul” have attracted wide and 
intense interest. 

You are doing a fine work with your 
magazine. Every good wish. 

Leo W. Seal 
President, Hancock Bank 
Bay St. Louis, Miss. 


@ THe INDEPENDENT BANKER 
proudly presents the outstanding ad- 
vertisement of Mississippi's enter- 
prising Hancock Bank (“Robbing 
Peter”), on Page 9 of this issue. Our 
readers will recall the bank’s “Prodi- 
gal Sons” ad in earlier numbers. 
Advertisers — particularly indepen- 
dent unit banks — can perform no 
greater service than to plug for 
America’s incomparable free enter- 
prise system in strongly-worded ad- 
vertising copy. Congratulations to 
Mr. Seal and his alert associates! 
— Epitor. 

xk 


Sirs: 

I would appreciate it if our Inde- 
pendent Bankers Association, its 
members mostly being in the smaller 
communities, would make an effort 


New ways 
to look at ads 
in this book! 





1 Every brand name is fighting for you 
With more and more value and quality too! 
They fight with products better and new, 
And the winner each time is a gal named YOU. 





2 When a brand's well known 
It can’t let you down, 
Or soon the news would be all over town. 
The stronger the brand the more it wins fame, 
The more it’s gotta live up to its name! 





3 When brands compete to give you more, 
It makes the Commie comrades sore, 
For the more we produce, the more we 

progress, 
The stronger we are in times of stress! 


Whenever you 
buy—demand the brand you want 





INCORPORATED 
A non-profit educational foundation 
37 WEST 57 STREET, NEW YORK 19, N.Y. 
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to sponsor the conservation of our 
soil resources. 

If our soil fails us, we might just 
as well close up shop. It is vital to our 
well-being that we work with our 
soil conservation districts through- 
out the nation. I hope the I. B. A. 
can see fit to make this a major part 
of our program. 

I am chairman of our local district 
and a member of the board of direc- 
tors of our state association, so you 
can see that this bank is actively en- 
gaged in soil-saving practices. 

E. B. Dwight 


President, Springfield State Bank 
Springfield, S. D. 

xk k 
Sirs: 

We appreciate the work you are 
doing. 

C. W. Collins 
Executive Vice President, 
First-Peoples State Bank 
Traverse City, Mich. 
xk k 
Sirs: 

Herewith our check for subscrip- 
tion renewal through December 1952. 
Best wishes for your continued suc- 
cess. 

F. N. Sauer 
Vice President and Cashier, 
Montana National Bank 
Billings, Mont. 
kkk 


Sirs: 

Just returned from vacation. Best 

wishes. 
Oakley Andrews 
Vice President and Cashier, 
Umatilla State Bank 
Umatilla, Fla. 
xk 
Sirs: 

Your story in the August issue on 
Mr. Elwood Brooks, president of the 
Central Bank and Trust Company of 
Denver, is a splendid presentation of 
the signal success of a man who has 
the foresight and courage to do the 
things he believes beneficial and help- 
ful to small and large business. 

Mr. Brooks is a remarkable man, 
and my very good friend. Your article 
pays just tribute to the illimitable 
service he has rendered to the growing 
industries of Denver and the state of 
Colorado, 

Ed C. Johnson 
Senator from Colorado 
United States Senate 
Washington, D. C. 
xk 
Sirs: 

Thank you very kindly for your 
remarks in your August issue about 
our “Feed for Thought” column on 
Stone Mountain Grit Company. I 
‘ would have written sooner, but have 
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Probably there is but one frater- 
nity of sportsmen which surpasses 
that of the hunter in enthusiasm— 
the fisherman. Certain it is that 
these two groups lead all other 
sports-lovers in keenness of interest 
and tall-tale-telling. 

It is perhaps equally true that the 
average American banker is prom- 
inently found in one or the other 
of these groups — or, more likely, 
in both. Right now, it’s hunting that 
tops the recreation-time agenda. 

As you don your hunting clothes 
and load your guns to do annual 
autumnal battle in the sloughs and 
fields, possibly a word or two of 
caution is in order. 

In his newspaper column recent- 
ly, a well-known outdoors editor 
called attention to the fact that 
“it's quite possible there never has 
been so much furor . . . as there is 
this fall. Misunderstanding, narrow 
viewpoints and self-interest have in 
the past been at the root of argu- 
ments over conservation matters.” 

To improve relations everywhere 
and all along the line, let's all fol- 
low these six simple rules: 

1. Every hunter should ask per- 
mission to hunt before entering cul- 
tivated land. 

2. Every farmer should be en- 
couraged to remove his “No Hunt- 
ing” and “No Trespassing” signs, 
and replace them with the more 
friendly “Hunting by Permission 
Only”. 

3. City hunters might well in- 
vite the farmer to join them more 
often. 

4. Local sportsmen should not try 
to “sew up” their area against out- 
siders. 

5. Hunters should report every 
vandalism and violation they see. 

6. Northern and Southern sports- 
men’s groups should get together 
to exchange views and discuss 
their problems. 

Now, it’s your turn. FIRE! 

(Photo by H. Armstrong Roberts.) 





been vacationing in the West. 

“The Feed Bag” for more than a 
quarter-century has stood for the 
American system of free enterprise— 
the unfettered system under which 
the United States of America achieved 
greatness and has remained great. 
We seek in every line we write, every 
article we publish, to remind our 
readers —- independent merchants — 
of the importance of their being 
alert to the dangers threatening our 
free way of life. Every citizen, we 
feel, must be a minuteman in behalf 
of this omni-important cause. 

Bruce W. Smith 


Editor. “The Feed Bag” 
Milwaukee, Wis. 

xk 
Sirs: 

Has anyone ever told you that your 
cover pictures are swell? You have 
obviously selected them with an eye 
to pictorial appeal, current interest, 
delightful variety and consummate 
good taste. I know of no other bus- 
iness paper in the country whose 
covers can match them. They make 
a mighty fine scrapbook already. 
even after only 10 issues. 

What’s it to be this time? 

N. J. Clark 
St. Petersburg, Fla. 


kkk 


Sirs: 

The weather here has been bad — 
rainy — and the farmers cannot get 
their threshing done. A big loss will 
be taken on this year’s crop. 

Mr. R. E. Martin, our bank’s presi- 
dent, is putting up a real nice, most 
up-to-date home. It’s going to be a 
beauty, on the ranch-style order. 

By the way, we need a new book- 
keeper and also want an assistant 
cashier. It’s a good deal for the right 
man. 

W. A. Muralt 
Cashier, First State Bank 
Goodrich, N. D. 


xk 


Sirs: 
On Saturday, September 8, the Na- 


‘ tional Bank of Waterloo opened a 


parking lot as an additional conve- 
nience for its customers. It is located 
on East 5th Street between Sycamore 
and Water Streets, one block’s walk 
from the bank. Customers using the 
lot while transacting bank business 
are given a ticket by the parking lot 
attendant, which is stamped by the 
teller or bank officer, and returned to 
the attendant when the customer 
leaves the parking area. 

This is one of the many modern 
services furnished to customers of 
this bank. 

National Bank of Waterloo 


Waterloo, Iowa 
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American way of life. 


We highly treasure the principle of local control of 
independent unit banks. 


local banking. 


private initiative. 


banking and to constantly strive to make it stronger 
We salute the Independent Bankers Associations of 


us in the American way. 





members, and we salute “The Independent Banker” i 


Tue undersigned _inde- 


pendent unit banks of Montana — “The Treasure State” — highly treasure the 


money and credit through 


We treasure the principle of home rule in local government, local industry and 


We treasure America’s time-tested free enterprise system, and we treasure its 
time-tested independent dual banking system. We believe that the independ- 
ent unit bank, exercising for its local community free local control of money 
and credit, is an essential element in the American way of local enterprise and 


We believe it to be the duty of American banking to treasure its heritage of unit 


and more aggressive. 


America and all of their 
n its firm purpose to serve 


——$—$ $< $$ 





| THE BANK OF BAKER SECURITY TRUST & SAVINGS BANK 
BAKER BILLINGS 


THE YELLOWSTONE BANK FARMERS STATE BANK of CONRAD DEER LODGE BANK and TRUST COMPANY 
DEER LODGE 


COLUMBUS CONRAD 
FIRST NATIONAL BANK CONRAD NATIONAL BANK 
{ GLASGOW KALISPELL 


CITIZENS STATE BANK MEYER & CHAPMAN STATE BANK 
HAMILTON : RED LODGE 


FIRST NATIONAL BANK THE RICHLAND NATIONAL BANK 
MISSOULA SIDNEY 


BASIN STATE BANK THE CITIZENS STATE BANK of SCOBEY 
STANFORD SCOBEY 


All Members of Federal Deposit Insurance Corporation 





GALLATIN TRUST and SAVINGS BANK 
BOZEMAN 
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*. COME ON 


... President GUY STURGEON’s* 








QUT AND 
SEE US!” 


personal invitation 
to all Bankers. 





. and when we say ‘come on out and see us’ — we 
mean it. You'll find Wonderful Wyoming a friendly 
place to relax or play . . . Mother Nature has en- 
dowed us with plenty of invigorating air and warm 
sunshine . . . in this land of majestic contrasts you'll 
find that Wyoming is a real Frontier for Fun . . . so 


plan to come out and see us. . . soon. 


“For colorful literature and complete information, 
just drop a note to Howard Sharp, Secretary-Man- 
ager, Wyoming Commerce & Industry Commission, 
Room 600, State Capitol, Cheyenne, Wyoming.” ' 


OWING 
seve pena ay 4 


* Guy Sturgeon, Sheridan, Wyoming 7 
President, Ind dent Bankers Ass’n. 
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Another “Exclusive” Jor 
The Independent Banker 











rz Congressman Srent Spence 


Chai ata 





House of Representatives 
Washington, D. C. 





BRENT SPENCE 


Credit is the lifeblood of our 
economy. Its use, and its contraction 
or expansion, are at all times of ut- 
most public importance, and 
especially so under the conditions 
we are now experiencing in connec- 
tion with our defense mobilization. 

The banking fraternity can and 
does exercise more influence over the 
nation’s economy than any other 
group, for we all well know that the 
principal source of financing for in- 
dustry and agriculture is the credit 
extended by the banks of America. 
The centralized control of such in- 
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ittee on Banking and Currency 


fluence would be an unstable and 
dangerous threat to our economy and 
to the American way of life. As Baron 
Rothschild said: “Let me control the 
money of a nation, and I care not 
who makes its laws”. The most effec- 
tive way in which to combat the 
evils of the centralized control of 
money and credit is the preservation 
of a strong, aggressive and function- 
ing system of independent banking. 

The independent bank performs a 
most essential function in thousands 
of American communities. Who is 
in a better position to assist commun- 
ity development than a local bank 
whose primary function is to provide 
the financial services of its commun- 
ity? Bank ownership and manage- 
ment, to play its proper role in 
community development, should be 
composed of local citizens whose 
interest in, and knowledge of, local 


Independent Banking 
Must Be Preserved 


needs, requirements and _potenti- 
alities, peculiarly adapt them for the 
discharge of these functions. This is 
not to say that, per se, local owner- 
ship and management guarantees-a 
strong banking system. That owner- 
ship and management must be sound, 
able, aggressive, and at all times 
aware of not only the needs of the 
community, but its potentialities for 
constructive and long-lasting devel- 
opment. 

The small business enterprises of 
our country — manufacturing and 
distributive —- must continue to be 
assisted by the community bank. The 
welfare of small business in our 
economy can suffer as much from 
non-community-minded banks as it 
can from the threat of competition 
from larger concerns competing in 
their own field. Independent banking 
must not only survive to prevent a 





Since 1930, Brent Spence has represented 
Kentucky’s fifth district in Congress, and since 
December 1943 — except for the two years of 
the 80th Congress — he has headed the 


House of Representatives’ important committee 
on banking and currency. 

Representative Spence, who is slated as 
guest speaker at the annual Independent 
Bankers Breakfast in Chicago on Monday, 
October 1, during the A. B. A. convention — 
as first announced in our September issue — 
prepared the accompanying article especially 
for this October issue. 
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monopoly over money and credit; it 
must survive to insure that the hun- 
dreds of thousands of small bus- 
inesses which it serves can likewise 
continue to perform their important 
role in the American economy. 


I have always placed a high value 
on character. A man’s character is a 
very important asset. A banker can- 
not fully perform his duties to his 
community without a careful ap- 
praisal of the character of his bor- 
rower. Collateral never built a fac- 
tory, it never sold a pair of shoes, it 
never constructed a house. There is 
no question but that it is a necessary 
and important consideration in lend- 
ing, and always should be, but on 
the other hand, it is no guarantee of 
the success of the borrower. His suc- 
cess depends upon his energy, his 
soundness, his ingenuity, his desire 
and capacity for success — all ele- 
ments of his character which cannot 
adequately be judged by those un- 
familiar with him. 

Through the years, the Congress 
has enacted legislation designed to 
enable our banking system to more 
fully perform its role in our econo- 
my. The creation of the Federal Re- 
serve System and the Federal Deposit 
Insurance Corporation are those with 
which we are most familiar. 

The purposes of the Federal Re- 
serve System, as originally conceived, 
were to give our country an elastic 
currency, to provide facilities for 
discounting commercial paper, and 
to improve the supervision of bank- 
ing. These original purposes have de- 
veloped into a broader objective; 
namely, to prevent inflations and de- 
flations, and to do their share in creat- 
ing conditions favorable to sustain- 
ed high employment, stable values, 
and a rising level of consumption. 
The Federal Deposit Insurance Cor- 
poration has given a public confi- 
dence in our banking system in which 
we all may take great pride. 

Both these instruments of the fed- 
eral government have contributed 
substantially to the preservation of 
independent banking. 

The character of bank operations 
has changed quite materially in the 
past decade. There has been a vast 
expansion in holdings of United 
States government securities and 
government - guaranteed obligationrts. 
Such investments have become the 
predominant assets of the banks of 
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MORE INDEPENDENT ACTION! 





Unit Banks of Minneapolis 
Organize New Work Group 


C. HERBERT CORNELL 


Chiming in with the sharply-accel- 
erating tempo of independent banks’ 
aggressive action, eight independent 
unit banks in the city of Minneapolis 
and its suburbs last month organi- 
zed the new Independent Community 
Bankers. 

The organization will act as a 
clearinghouse of ideas for the eight 


the country. Despite the increase in 
holdings of government securities, 
there also has been a marked increase 
in so-called “risk assets” (total as- 
sets less cash and government securi- 
ties. ) 

While banks have done a good job 
in retaining earnings to carry their 
expanded volume of business, there 
has been an apparent reluctance to 
sell stock, during this decade of pros- 
perity, to keep pace with expanded 
banking operations. The result is 
that over this period there has been 
a decrease in the ratio of capital 
funds to risk assets from 23.2% in 





forward-looking institutions. One of 
the first joint acts of the banks was 
to announce interest rates of 2144 % 
on savings. The announcement was 
splashed on two full-page ads in 
morning and evening newspapers of 
the city. 

Meetings will be held monthly, 
with the accent heavily on business. 

Elected president of the new group 
was C. Herbert Cornell, president of 
Fidelity State Bank. Ray Mikol- 
ajczyk, executive vice president and 
cashier of 13th Avenue State Bank, 
was named vice president. Secretary- 
treasurer is Herbert S. Woodward, 
executive vice president of Columbia 
Heights State Bank, who authored the 
“Working Program for Independent 
Banking” which attracted unusually 
widespread and favorable national 
attention upon its presentation in the 
August issue of THE INDEPENDENT 
BANKER. 

Other independent banks in the 
community whose officers are mem- 
bers .of Independent Community 
Bankers are Camden Park State 
Bank, Chicago-Lake State Bank, 
Citizens State Bank of St. Louis 
Park, Richfield State Bank and Uni- 
versity National Bank. END 


1940 to 17.9% in 1950. It is to the 
self-interest of the banks individual- 
ly and as a whole in the preservation 
of a strong, virulent, free banking 
system to see that capital funds are 
provided to keep pace with expanded 
banking operations. 

One of the greatest threats facing 
independent banking is the concen- 
tration of banking in a few hands. 
Dispersal of the money power is 
basically in the public interest. 
Monopoly in this field can serve no 
purpose in the American economy, 
and all reasonable steps must be 
taken to establish safeguards to pre- 
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O. D. HANSEN 


has just taken on another important job. In 
addition to his duties as president of the 
Bank of Union County, Elk Point, and his 
responsibilities as South Dakota member of 
the Independent Bankers Association's exe- 
cutive council, he recently was appointed 
to the state banking board, term ending 
July 1, 1954. Mr. Hansen replaces W. H. 
Frei, president of the Commercial State Bank, 
Wagner. 


vent its occurrence, which not only 
the public welfare, but our form of 
government, demands. 

Tke threat of monopoly in the 
banking field is exemplified by wide- 
spread branch-banking, or its equi- 
valent, holding - company banking. 
Twice I have introduced bills for the 
reasonable regulation of bank hold- 
ing-companies. The reasons for their 
non-enactment into laws are the re- 
sults of pressures with which we are 
all familiar. I have not changed my 
views with regard to the necessity 
for adequate regulation of bank hold- 
ing-companies. Such legislation is 
still essential to the stabilization of 
our economy. 

Existing statutory authority in this 
field is inadequate and must be im- 
plemented in order to curtail the un- 
limited expansion which is inherent 
in the holding-company device, and 
also the threat of harm to the banks 
in a holding-company group where 
the holding-company is engaged to 
any considerable extent in other 
types of business operations. END 


You have not converted a man be- 
cause you have silenced him 




















Kobbing Peter 


Tiel “Thou shalt not steal” is one of the Ten Commandments, 
“robbing Peter to pay Paul” has long been a popular form of 
theft. 


As long as Paul covets the property of Peter, Paul is tempted 
to take it away from him, by fair means or foul, if he is not close- 
ly watched. 


To protect Peter from Paul, governments are constituted and 
laws enacted. Property rights have long been legally established 
and the police power of the community and the state organized 
to keep one man from preying upon another. The burglar and 
robber are apprehended and punished and the forger and de- 
frauder are hailed before the bar of justice to pay their debts 
to society. 


But what the individual cannot do, legally, government does 
without restraint. What the individual is prohibited from doing 
with gun and bullets, the Federal Government manages to do with 
an iniquitous tax and ballots. As much as 90 percent of one’s 
earnings may be taken in the form of Income Taxes, without 
Peter’s consent, and distributed in the form of pap to greedy 
Pauls by extravagant Uncle Sam. 


Though Peter cannot be robbed to pay Paul, individually, 
thousands of Peters are robbed, in the aggregate, by the govern- 
ment to pay thousands of parasitic Pauls. 


State Sociaiism — “from each according to his ability and to 
each according to his needs” — is always achieved by some slick 
subterfuge. In England it’s the Nationalization of Industry, in 
America the Welfare State. England confiscates privately owned 
industries, in the United States we tax ourselves into Socialism. 
We rob Peters to pay Pauls to tie the hands of free enterprise and 
undermine our profit-and-loss-system. You can rob Peter to pay 
Paul until Peter is bankrupt. 


Noihing is so much needed in this land of the free and the 
home of the brave as a revival of the spirit of fair play. Many a 
nation has become impoverished by “soaking the rich,” for when 
scheming men destroy the incentive of profit they kill the urge to 
produce. Our prosperity is builded upon industry and economy, 
upon honesty and justice. Under the American way of life it was 
never intended that Paul should rob Peter. Under the American 
system it was intended that both Paul and Peter produce. 


We Thrive on Thrift 
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Independent banking needs to be more 
vocal. It must stress the advantages of in- 
dependent banking. 


A great network of independent banks 
owned and operated by the people of their 
own communities, forms a worthy bulwark 
of defense against the socialization of bank- 
ing. Distant landlordism in banking is de- 
structive of the personal relationship between 
the banker and his client. The more imper- 
sonal banking becomes, the easier it is to 
socialize. 


The best defense against socialism is 
for many people to own and operate their 
own businesses. It makes our economy more 


Bank of Alpena 





A Call to Arms 


elastic, more competitive, gives better results. 
It is The American Way! 





The undersigned independent banks of 
the great state of South Dakota urge inde- 
pendents everywhere to tell the world! Ad- 
vertise the fact of your independence, and 
stress the pressing need for independent 
banking, far and wide. Join your Independ- 
ent Bankers’ Association. Convince your 
neighbors that they should do the same. 
Take an active interest in your Independent 
Bankers Association’s program and welfare. 
Subscribe to and read regularly The Inde- 
pendent Banker. 





To remain independent talk independent! 


Bryant State Bank 





Alpena Bryant 
The Bank of Union County Farmers State Bank 
Elk Point Estelline 
Community State Bank Ipswich State Bank 
Hartford Exchange Bank of Lennox Ipswich 


Lennox 


Dakota State Bank 
Tripp 


Parker State Bank 
Parker 


Springfield State Bank 
Springfield 


ALL MEMBERS OF THE FEDERAL DEPOSIT INSURANCE CORPORATION 
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THE LAST STAND 


Independent Banking 


When Custer made his famous last 
stand, he was out West — and he 


was surrounded. One by one, they * 


picked off his soldiers until not one 
was left. 

In banking, we see a very similar 
situation. If you will come further 
West than where Custer made his 
stand, you will witness another last 
stand. The independent banker is 
making his last stand in the Far 
West. One by one, they are picking 
us off. They have us surrounded. In 
any direction we look, we see a 
branch-bank. When Custer made his 
last stand, he died — but “old 
bankers never die; they just sell out 
and become branch-bankers”. 

In California, Oregon and Wash- 
ington, if the present trend of branch- 
banking continues, there will be very, 
very few independents left. I suppose 
that branch-banking never will take 
over all independent banks in any 
one of the West Coast states, but as 
things are now going, an independent 
bank will become unique. 

In some of our states, we have no- 
branch-banking laws, and in those 
states the banking octopus will not be 
able to spread, but in states such as 
_ those on the West Coast, where there 





of 


Sy Aluin E. Kelly 


Executive Vice President, State Bank of Republic 
Republic, Washington 


is no limitation on branch-banking, 
it may be expected that branch-bank- 
ing will grow and grow. It will 
spread like a bad weed. 

You personally may live in a com- 
munity of nothing but happy inde- 
pendent bankers, but you must re- 
member that once it was that way 
here in Washington state. Branch- 
banking is headed your way. 

Why am I so sure that branch- 
banking will spread? Making the as- 
sumption that all things in the way 
of laws and legislation will remain as 
they are now, I have made certain 
first-hand observations of how the 
branch-bankers are able to make 
their rapid progress. There are cer- 
tain conditions that seem to reoccur 
in independent banks, but when 
these conditions reach a certain 
point, the situation becomes ripe and 
ready for the branch-bankers to move 
in. 

The conditions I speak of may be 
grouped under four general headings. 


Alvin Kelly, besides being executive vice 
president and a director of State Bank of 
Republic, Washington, was a charter founder 
of that institution. He is a graduate of the 
school of business administration of the 
University of Washington, past state vice 
president of the State Bank Division of Ameri- 
can Bankers Association, and former president 
of Group One, Washington Bankers Associa- 
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When all or any of these conditions 
develop in an independent bank, the 
branch-bankers start to hover over- 
head like vultures. It is the sign of 
the end of another independent bank. 

Here is my breakdown of why I 
believe independent bankers who do 
not believe in branch-banking, finally 
turn over their banks to chain bank- 
ers: 

1. A lack of succeeding bank 
management material to take over 
and follow up, upon the retirement 
or death of the key men in the 
bank. 

2. The added responsibility of 
bank management in a complex 
economic system, with the burden 
of taxes, regulations and new laws, 
as well as exacting bank examina- 
tions — all of which bring about a 
desire to escape these things. 

3. The desire to accept the pre- 
mium prices branch-bankers offer 
to independent bankers to induce 
them to sell out — at the same time 
offering to retain them as em- 
ployees, if they desire. 

4. The feeling of responsibility 
on the part of directors that they 
must keep up with the modern 
trend of bank procedures, housing 
and equipment — this feeling also 
leading to the desire to escape. 

Sometimes a person wonders if, in 
the hearts of some of these old bank- 
ers who have sold out to the branch- 
bankers, there wouldn’t creep in a 
feeling that they had let down the 
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ALVIN E. KELLY 





banking profession as they have 
known it for years. Why have these 
old-timers allowed branch-banking to 
grow so rapidly? The answers seem 
to be found in almost every instance, 
in the four groupings given above. 

In all fairness to these bankers who 
have turned over their banks to 
branch-bankers for various reasons, 
I think it should be pointed out that 
they have done the thing that almost 
any one of us would have done if we 
were in their shoes at the time, under 
the same conditions. It was a quick, 
easy, painless answer to their press- 
ing problems. 

No doubt, there are some bankers 
who read this article who will see 
that their situation is shaping up to 
fall into a classification which will 
make their bank ripe for becoming a 
branch-bank. You can look around 
at your neighboring bankers and per- 
haps see some of these same situa- 
tions developing. If you can see these 
developments, and if you were in 
one of the three West Coast states, 
you could expect to eventually have 
a branch-bank as a neighbor. I have 
had this actual experience at least 
three times. Yes, it can happen to 
you, too. 

While I have said that in fairness 
to the old bankers we can say that 
they did the natural thing, I can say 
also that to us bankers who wish to 
preserve the dual banking system. 
this trend is not the way to do it. 

I would like to suggest what I 
think should and could be done to 
put a check on these things we do 
not believe in, and consider undesir- 
able for chartered banking as an in- 
dustry. 

Anything that is done to preserve 


independent banking — which also 
seems to be synonomous with the 
dual banking system —- naturally 


would fall a task to the Independent 
Bankers Associations. All efforts 
must be coordinated under one cen- 
tral head, that again being the Asso- 
ciations. We must have money, and 
we must have members. They both 
speak very loudly. 

The most popular suggestion for 
checking the branch-banking trend 
seems to be the passage of a bank 
holding-company bill, as a first step. 
It is admitted that the passage of such 
a bill by the federal government is 
not the whole answer. I believe that 
the Associations should work for 
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and encourage a no-branch-banking 
law in every state in the Union. We 
have it in some states already. Why 
shouldn’t we have it in more states? 
Who else would be better-suited to 
sponsor this legislation than a large, 
strong Independent Bankers Associa- 
tion, with the support of its local 
state members? 

It is our opinion that the Inde- 
pendent Bankers Associations should 
visit every independent bank, begin- 
ning in states such as the Far-Western 
states, where this thing is most acute, 
and find out from each independent 
banker what his plans are: when he 
is going to retire .. . if he expects 
to sell out . . . and all other informa- 
tion that goes with our problem. This 
information should be kept current. 
The branch-bankers obtain this in- 
formation and use it to their advan- 
tage. 

When the Associations find an in- 
dependent bank is about to offer its 





stock for sale, this confidential in- 


formation should be passed on to a 
financial committee of the Associa- 
tion set up to help independent bank- 
ers raise funds to bid on the stock 
which is available. In some cases, the 
stock that would have to be purchased 
to keep the bank independent, would 
not even necessarily be a majority of 
the stock. It is my experience that 
the people in my community like to 
be stockholders in the local bank run 
hy local people. I believe that this 
desire would be general to all com- 
munities, which leads me to believe 
that this problem is mainly one of 
being organized to cope with it. 


I have been told also by other 
bankers that the larger independent 
banks are willing to make loans to 
their smaller brothers, but that in 
the majority of cases the independent 
banks have sold out to a branch be- 
fore anyone is aware that a sale was 
about to take place, and then it was 
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too late to be given any financial 
consideration. 

My third and last suggestion con- 
‘cerns the chartering of new banks. 
It is my belief that bankers and in- 
vestors should be encouraged to or- 
ganize more new independent banks. 
In every place where banking facili- 
ties are needed, an independent bank 
should be encouraged. Not only that, 
but in the communities where branch- 
banks have taken over an entire sec- 
tion, an independent bank should be 
organized right in the center of them. 
It is being done here in Washington, 
and is working out well. 

No doubt, it would be advisable 
to have a committee of the Indepen- 
dent Bankers Associations ready to 
give needed advice, and help the 
bankers and investors who are in- 
terested in organizing a new bank. 

It should be made clear, however, 
that not all newly-organized inde- 
pendent banks are necessarily organi- 
zed in the interest of independent 
banks. It is felt by some that in 
numerous cases, state banks are or- 
ganized with branch-bank money be- 
hind them, with the long-range view 


of eventually making a branch out. 


of the bank if it proves to be a worth- 
while venture. It appears that branch- 
bankers only want very desirable 
offices and have not shown any desire 
to pioneer a community or to take 
over an independent bank of very 
limited means. They like to purchase 
nice, prosperous banks — _ which 
brings up another point: when 
branch-banks buy out the better and 
wealthier country banks, and then 
these banks are replaced in numbers 
by newly - organized independent 
banks, the dollar volume of assets in 
independent banks has taken a beat- 
ing, comparatively speaking. END 


o 
THE AMERICAN WAY 


An Eastern manufacturer of elec- 
trical goods awarded 100 fellowships 
to high-school teachers to enable 
them to study physics and chemistry 
this summer at Union College in 
Schenectady, New York, and at Case 
Institute of Technology in Cleveland. 
The fellowships included tuition, 
fees, traveling expenses to and from 
the schools, and living expenses while 
attending classes. Teachers from 21 
states took part in the program. 
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C. C. ROBINSON, General Manager 
6811 Canal St., at Wayside Drive $8 Phone WE. 1681 
HOUSTON 11, TEXAS 
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internal problem? 










® Our correspondents enjoy a highly specialized and 
personal assistance on operating matters from our 
Comptroller's Department. We are glad to suggest 
improvements — and in many cases economies — in 
accounting procedures, forms, etc. 


We are constantly adding to our file of information 
based on our own bank’s experience, plus work we 
have done with others. 


American National Bank 
AND TRUST COMPANY 


MOBILE, ALABAMA 


Member Federal Deposit Insurance Corporation 
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here’s what 

GUY STURGEON said 

after we completed new quarters 
for his Bank of Commerce 





Bags, @ OQonoieen, 


ESTABLISHED 1693 


Sraemraey MA oniayes, 


May Ist, 1951, 


Mr. J, B. Gander, President, 

Bank Building & Equipment Corporation 
of America, 

Ninth and Sidney Streets, 

St. Louis 4, Mo. 


Dear Mr. Gander: 


I think it most fitting and proper that I should write 
you this letter pertaining to the recent remodeling work on our 
bank building and quarters performed by your Company. 


Possibly I could summarize what I have to say by making 
the statement that we are fully satisfied with your work and the 
completed job. However, I do think I should mention to you that 
in addition to being pleased with the outcome of the job as to how 
it looks, we were greatly impressed and pleased with the very 
high grade of workmanship by your employees. We noticed their 
conscientious efforts to complete the work to our fullest satis- 
faction and also their pride in completing the job with the high 
degree of skill, which they possessed. We were also quite happy 
over the manner of co-ordination between the various departments 
of your Company in completing our job and their apparent interest 
in our welfare, at alltimes. Your contract with us was fulfilled 
in a very satisfactory manner and I really believe that in employing 
your Company a saving in the total cost of the job was effected, 


It is indeed a pleasure to write you this unsolicited letter and 
we are happy to recommend your Company to others. 


Very truly “te 


GS:OE: 7 President, 








Contemplating new offices? 


Get the facts on our organization, 
ability and services. Write us today. Or. 
we'll gladly send one of our representatives 
to discuss your project with you. 


San Franci 


New York ‘ancisce 
103 Park Avenue, N.Y. City — Mechanics Institute Bidg. 
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Ninth & Sidney Streets Western Union Bidg. 
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MISS AMERICA signs up in the “Crusade for Freedom” with the 
assistance of Vice President Alben Barkley. It was Colleen Kay 


Hutchins’ first act upon arriving in New York. 


Naturally in the forefront of 
American citizens and _ organized 
groups actively advancing the great 
Crusade for Freedom — just as they 
always are, in every campaign which 
operates for the benefit and promo- 
tion of Americanism — are the na- 
tion’s patriotic, fund-raising, speech- 
making, program - pushing bankers. 

From coast to coast, Canada to the 

’ Gulf, city and country, state and na- 
tional, big and litthe — America’s 
free-enterprising bankers, who _per- 
haps have more at stake than some 
others in the fight for free enter- 
prise and everything it represents, 
have their shoulders to the wheel. 
They’ve set up booths in their lobbies 
to accept their customers’ contribu- 
tions and assistance in the great anti- 
communistic Crusade for Freedom. 
They've accepted chairmanships, and 
rank-and-file jobs, too, in Jocal and 
state and national committees formed 
under the campaign. They've made 
speech after speech, and are still 
making them, to civic clubs, schools, 
church groups, luncheons, dinners, 
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banquets and breakfasts, to explain 
what Mr. and Mrs. Average Ameri- 
can can and must do to help win the 
fight against untruth and communism. 
It’s a big job, a long job, but Ameri- 
cx’s bankers as usual are in there 
pitching. 

And what is it, someone may ask, 
that Mr. and Mrs. America can and 
must do in the Crusade for Freedom? 
Vi hat is the Crusade for Freedom? 
What does it mean to you and me? 

The Crusade for Freedom is the 
American people’s challenge to world 
communism. It offers each one of us, 
as individual citizens, the opportunity 
to strike a blow for freedom — to 
add our voice to the voices of Truth 
piercing the Iron Curtain. It says to 
the communists: “You tell your lies, 
and we'll tell the Truth — and the 
Truth will win.” 

Every day, hour after hour, the 
hard-hitting transmitters of Radio 
Free Europe, and now Radio Free 
Asia, pierce the Iron Curtain, under- 
mining the influence of the Red 
rulers. 





TRUTH 


CRUSADE 


FREEDOM 











Fights 


communism 


in the 


FOR 


In launching the Crusade for Free- 
dom, General Eisenhower _ said: 
“Radio Free Europe has the simplest, 
clearest charter im the world: ‘Tell 


‘the Truth’. General Lucius Clay, 


leader of the Berlin airlift, is direc- 
ting the Crusade for Freedom. Your 
contribution, great or small, will 
help him expand Radio Free Europe 
into a network of freedom stations.” 

The results: 

@ 16 million Americans immedi- 
ately responded to the appeal. 

@ Their support made possible 
the World Freedom Bell, erected in 
Berlin as a permanent symbol of free 
men’s determination to resist aggres- 
sion. 

@ Their contributions of $1,317,- 
000 gave Radio Free Europe the 
most powerful transmitter in the free 
world. 

Built in record time, this giant 
135,000-watt, medium-wave station—- 
Radio Free Europe, Munich — went 
on the air May 1, 1951, beamed ex- 
clusively to Czechoslovakia in direct 
competition with Kremlin-controlled 
Radio Prague and Radio Bratslava. 
In the words of General Clay, “it is 
a tough-slugging weapon in the strug- 
gle for freedom.” Here are proofs 
of its effectiveness: 

1. The Soviets immediately tried 
to jam the new transmitter, but with- 
out much success. 
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We can supply 
your 


printing needs. 


Write us for 
prices! 
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STAPLES — RUBBER BANDS 
ADDING MACHINE ROLLS 
PAPER CLIPS 


LITTLE PRESS, INC. 


6253 PENN AVENUE SO. 
MINNEAPOLIS 19, MINN. 








COIN COUNTERS FOR 
RENT. — How much time will 
you waste this year, trying to 
count and wrap your coins by 
hand? You can lease a new 
Coin Counter to do both jobs 
for you, for less than the price 


of a pack of cigarettes per 
day. No expensive deprecia- 
tion to charge off; no invest- 
ment to become obsolete. A 
few new machines still avail- 
able. WATKINS COMPANY, 
Napoleon, Ohio. 








C. J. (Chuck) RIEGER 


Investment Securities 
JAMIESON & COMPANY 


Members 
New York Stock Exchange 


1225 FIRST NAT'L-SOO LINE BLDG. 
ATLANTIC 8235 
MINNEAPOLIS, MINNESOTA 


















AN Leer 
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CONFIDENTIAL, PERSONAL SERVICE 
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2..They threatened all of the sta- 
tion’s German personnel with execu- 
tion by hanging when Russia “liber- 
ates” western Europe. 

3. On May 21 the Czech commun- 
ist government issued an official note 
of protest to our government, de- 
manding that Radio Free Europe be 
taken off the air. (The United States 
replied by reminding the Red rulers 
that freedom of speech is a funda- 
mental of our American Democracy.) 

4. Hundreds of letters of appreci- 
ation from listeners behind the Iron 
Curtain have been secretly delivered 
to Radio Free Europe in Munich. 

5. Escapees from behind the Iron 
Curtain report a tremendous interest 
in the broadcasts. ; 

As an independent, citizen-support- 
ed station, Radio Free Europe hits 
hard. It sows suspicion and confusion 
among the communists. It identifies 
quislings and informers by name. It 
reports on disappeared persons. It 
sends messages from escapees. It 
spikes Red propaganda lies. It 
spreads news the Soviets try hard to 
suppress. For example, a_ recent 
program gave the citizens of Lednicke 
Rovne, in Czechoslovkia, the name 
and description of the communist 
agent directly responsible for the 
murder of their parish priest. 

Other broadcasts bring the captive 
people their own music, literature, 
history and religion — all banned 
by the Soviet dictators. 

Radio Free Europe first began 
broadcasting July 4, 1950, from a 
small short-wave transmitter in the 
Frankfurt area of western Germany. 
On its programs, Czech exiles speak 
to Czechs, Poles speak to Poles, 
Hungarians speak to Hungarians, etc. 


The broadcasts are entirely in terms 


of the interests of the imprisoned 
peoples — designed to keep alive 
their hope of freedom, and encourage 
resistance to communism. 

More freedom-stations are badly 






needed to overcome the enormous 


propaganda might of the Kremlin.. 


Each American now has the oppor- 
tunity — through the Crusade for 
Freedom — to help provide at least 
two more powerful transmitters for 
Radio Free Europe and to establish 
the new freedom-station in Asia to 
stop the spread of communism in the 
Far East. This year’s goal: 25 mil- 
lion Crusade members and $314 mil- 
lion in contributions. 

Like the “V” for Victory, the 
World Freedom Bell has become the 
symbol of resistance to world tyran- 
ny. To the enslaved peoples it means 
Hope. Inscribed on its rim are 
Abraham Lincoln’s words: “That this 
world, under God, shall have a new 
birth of freedom”. Four hundred 
thousand Berliners took part in its 
dedication on United Nations Day, 
October 24, 1950. More than 100.- 
000 risked the trip from the Soviet 
sector to be present! 

Each day, at noon, the Freedom 
Bell sends its voice across the Soviet 
zone, reminding all who hear it that 
there are millions of Americans who 
have not forgotten them — millions 
of Americans who believe in personal 
liberty as a God-given right for all 
men everywhere. 

The sound of the Freedom Bell has 
become Radio Free Europe’s distinc- 
tive signal. At the end of each pro- 
gram, four notes of the Bell are 
heard, with the words: “That was the 
Freedom Bell to remind you that you 
are listening to Radio Free Europe”. 

In seeking your support for the 
1951 Crusade, General Clay asks: 


“Shall our children and grand- 
children be crushed by communist 
tyranny, or shall we pass on to 
them their rightful heritage of 
freedom?” 


The responsibility rests upon each 
of us. END 
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Secretary’s Letter... 








The Evolution of American Banking 


It is perhaps peculiar but not sur- 
prising that banking in the United 
States did not to any great extent 
follow the pattern of banking in 
Europe. 

We had broken much of our rela- 
tionship with England; we had set 
up an entirely new form of govern- 
ment that recognized the individual 
as never before. Our political think- 
ing had destroyed the caste system of 
society. We had an expanding fron- 
tier, problems that must be met by 
new devices, and American banking 
was adapted to the conditions that 
had to be met. 

The first bank to be established 
was the Bank of North America in 
1782. In 1791, through Hamilton’s 
efforts, the Congress chartered the 
First Bank of the United States. In 
this instance the bank was modeled 
somewhat after the Bank of England. 
The federal government was a stock- 
holder and the bank acted as fiscal 
agent of the United States. 

In 1816, Congress enacted another 
charter, but under the management 
of Nicholas Biddle the bank had to 
a great extent dominated the finances 
of the country, becoming arrogant 
and abusive, and the public felt that 
the bank exercised altogether too 
much power. Its charter permitted 
branches, and if Andrew Jackson 
hadn’t been successful in his veto of 
the renewing charter, our system of 
American banking might never have 
been born. 

In 1838, New York state passed the 
Free Banking Act. This was a signi- 
ficant act and influenced the thinking 
on banking matters for a long period 
of time. State-chartered banks sprang 
up throughout the country; their 
business was not a deposit business 
primarily, but consisted of bank note 
issues. The issuance of bank currency 
became quite a racket — it was un- 
stable currency. Discount rates on this 
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currency varied greatly and it didn’t 
furnish a sound money mechanism. 

An important. change was neces- 
sary, and as a remedy to a bad situ- 
ation, the national banking system 
was established in 1863. National 
banks could still issue currency, but 
they were secured by the deposit of 
government bonds. 


In the enactment of the National 
Bank Act it was intended that all 
banks would be brought under a 
federal charter, and this ambition 
was realized to quite an extent. For 
about three decades after the estab- 
lishment of the National Bank Act, 
state banks were in the minority. 
The majority of the banks of the 
country were national banks; how- 
ever, it required less capital to estab- 
lish state banks. The issuance of cur- 
rency by national banks secured by 
deposits of federal bonds was not 
too attractive and the state charters 
offered enough advantages so that 
the growth of state banks soon out- 
ran that of national banks. 





By Ben DuBois 


Secretary 
Independent Bankers Association 


The next forward step was in 
1913, when the Federal Reserve 
System was established. The money 
panic of 1907 had focused attention 
on the country’s inadequate monetary 
system, the lack of elasticity in the 
money supply. President Wilson con- 
sidered the Federal Reserve Act as 
the most important accomplishment 
of his first year in office. Carter Glass 
was very influential in the passage 
of this legislation, and in the Federal 
Reserve building in Washington there 
is a bronze bas-relief of Carter Glass 
with this inscription, which states so 
well the purpose of this act that we 
quote: 

“In the Federal Reserve Act we in- 
stituted a great and vital banking 
system not merely to correct and.cure 
periodical financial debauches, not 
simply, indeed, to aid the banking 
community alone, but to give vision 
and scope and security to commerce 
and amplify the opportunities, as 
well as to increase the capabilities 
of our industrial life at home and 
among foreign nations.” 

It wasn’t an easy matter to secure 
the passage of this legislation; there 
was considerable opposition, much 
of it from the banking fraternity. 
However, after the act was passed 
and the Federal Reserve Banks es- 
tablished, the attitude of banking in 
general underwent a decided change, 
and the System was accepted as a 
necessary instrument in the banking 
field. 

In our complicated society, with 
each segment of our economy so de- 
pendent upon other segments, a 
system of central banking is neces- 
sary. Conditions, we are afraid, would 
be chaotic without it. While the 
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WALL STREET JOURNAL 


“Why, look, dear — it’s your boss from the bank! 


YOO-HOO, Mr. Stur-geon!” 


Federal Reserve System is a system 
of central banking, it also has the 
advantages of being decentralized 
through 12 regional Federal Reserve 
Banks. Again, something unique in 
American banking. We are operating 
under a system of managed currency, 
and the need of money-managers is 
essential, as money cannot manage 
itself. It would be apparent, we be- 
lieve, that this management should 
rest in an independent board, as 
much removed from politics as is 
possible in a political nation. 

The Federal Reserve System has in 
the past been subject to considerable 
criticism — some of it fully justi- 
fiable. Back in 1921, the Federal Re- 
serve Banks seemed to have the philo- 
sophy of commercial bankers — ap- 
parently not fully understanding the 
essentials of central banking, liqui- 
dating loans at a time when they 
should have taken the reverse course. 
In fairness to the System, it should 
be stated that the law at that time 
was not broad enough, and commer- 
cial paper had too important a posi- 
tion as a rediscount with the Federal 
Reserve Banks. 

This weakness had since been cor- 
rected by the Banking Act of 1935. 
We should also take into considera- 
tion that back in 1921] the Federal 
Reserve System was young in years 
and in experience. It has bettered its 
understanding of central banking 
through the years, and we suspect 


that improvements in its mechanism 
and its concepts of banking will fol- 
low in the years to come. 

In times of stringency, the Federal 
Reserve System can increase the sup- 
ply of money; not only the volume, 
but the availability and cost. This 
function is of much importance to 
the maintenance of economic stabi- 


lity. 
The best weapon with which to 
counteract inflation is a correct 


credit and fiscal policy. It does the 
job without straitjacketing business 
with innumerable rules and regula- 
tions that cause deep confusion and 
are difficult to enforce. 

In this period of inflation the Fed- 
eral Reserve System has, we believe, 
done an excellent job. Unpegging 
federal bonds was surely a step in the 
right direction. Regulation W really 
took hold, but due to political pres- 
sure upon the Congress, this Congress 
stepped -in and changed the regula- 
tion. We do not believe that Congress 
should have interfered with the 
workable program of the Federal 
Reserve System. If the Congress is to 
decide on delicate credit controls, 
the proper functioning of the Feder- 
al Reserve System will be made also 
impossible. 

There is dissension between the 
Treasury and the Board of Governors 
of the Federal Reserve system. It has 
been our feeling that the board was 
generally right, but we also recog- 
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nize that the political power of the 
Treasury was a serious thing to con- 
tend with. Monetary controls and 
fiscal policies are closely interwoven. 
Cheap money for the Treasury may 
not be truly cheap when it intensi- 
fies the inflationary trend and cuts 
down the purchasing value of the 
dollar. Inflation is in the nature of a 
capital levy, but it has political ap- 
peal, as the victim in most cases 
doesn’t know what hit him. 

Of course, there are other factors 
of grave importance that enter into 
the picture. If the Congress appro- 
priates more than it collects, the 
Treasury is faced with deficit finan- 
cing, and that in itself is inflationary. 
When the government spends great 
amounts on military equipment, it 
spends money to produce things that 
consumers cannot buy. When a large 
part of our productivity goes to the 
manufacture of munitions of war, 
there must be less production of con- 
sumers’ goods, so on the one hand 
you have more money in the pockets 
of the public, and less goods for 
sale. This produces a climate for 
rising prices and the lessening value 
of the dollar. 

Of late, due to the expectation of 
higher taxes and the action of the 
Board of Governors of the Federal 
Reserve System on credits, heavy in- 
ventories seeking reduction and a 
tendency on the part of the people 
to increase their savings, inflation 
has veered in the direction of a slight 
deflation. Of course, the economy has 
not felt the full force of the appro- 
priations that Congress has made. 
Much of the money appropriated 
has not yet been channeled into 
orders. Another year and the year 
following will see much federal 
money spent for military equipment. 
We are not as yet free from further 
inflationary dangers. We doubt if 
the Congress has increased taxes 


sufficiently to avoid a deficit in the 


Treasury. 

We have gone a long way in a 
better understanding of how to main- 
tain a stable economy. Sometimes 
one wonders if we do as well as we 
know how. If we do not properly con- 
trol inflation, we will probably be 
as inept in stopping a depression. 

We believe that an independent 
Federal Reserve System is a large 
part of the answer, and that bankers 
should be pronounced in their sup- 
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AMERICA! 


The baby is thriving, thank you! 


Not yet quite a year old — our first 
birthday will be in December — The 
Independent Banker is the talk of the 
financial-press world. Its paid circula- 
tion among the nation’s alert banks 
and bankers already spreads into 45 
states, the District of Columbia, Alaska 
and Hawaii. Paid circulation has shot 
up at the amazing rate of better than 
77% in the last six months! . . 
better than 56% in the past two 
months! 


In addition to our paid circulation, 
our free “get-acquainted” distribution 
to America’s banks and bankers puts 
The Independent Banker on the manag- 
ing officer's desk in every bank in the 
country on a staggered plan, some 
months here, some months there. 


Do they read it? Do they like it? Are 
they for it? Just read the “letters to 
the editor” in our Forum department 
each month . . . of come up to our 
offices and read the mail as it arrives! 


Your business will grow, too, if you 
include America’s fastest - growing 
bank paper on your regular advertis- 
ing schedules. 
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port. There is a joint committee of 
the Congress that is focusing its in- 
quiry on the current problem and re- 
lationship of the government agen- 
cies responsible for general credit 
control and debt management. This 
takes in the Federal Reserve System 
and the Treasury Department. We 
hope that the findings of this com- 
mittee will not include a recommen- 
dation that would destroy the inde- 
pendence of the Federal Reserve 
System; that if changes are to be 
made, they will be along the line 
of greater independence. We hope 
this committee has long-range vision, 
not forgetting that proper credit 
regulations play an important part 
in a sound economy, and that piece- 
meal controls exercised by the Con- 
gress may be extremely dangerous 
to the nation’s economic well-being. 

We feel at times that Congress acts 
unwisely, that it is not sufficiently 
immune from political pressures. It 
was certain business groups that 
secured the softening of Regulation 
W. These groups were influenced by 
personal interests and did not have 
a long-range vision, but were look- 
ing for a quick dollar. 

Sometimes it would appear that 
businessmen are anti - government, 
but we have to have a government; 
it is our government, and we, the 
people, are responsible for the cali- 
bre of men that are selected to run 
our nation’s affairs..Perhaps bureau- 
cratic arrogance is responsible for 
much of our feeling and perhaps we 
are interested so much in our indivi- 
dual affairs that we fail to lift our 
sights as high as our responsibility 
indicates. 


We are engaged in a great struggle: 
there are dangers from within and 
from without, and it is part of banker- 
responsibility to see to it that we 
maintain a vigorous and yet stable 
economy. Internally healthy, and 
respectful to the ideals that made 
this country what it is, will give us 
the strength both materially and 
morally to meet whatever may come 
from without. - END 


Tallest lighthouse in active duty 
along the south Atlantic coast of the 
United States is at Cape Lookout, 
just east of Morehead City, North 
Carolina. 
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INDEPENDENT BANKERS... 


i all indications, branch banking is still on the march... in 
California, New York, South Dakota and many other states, with 
some new developments in expansion in New Jersey. 


According to the records, we average a new branch bank about 
every day of the year, including Sundays. This not only increases 
the total number of branch banks .. . it also lessens the number 
of independently owned and controlled banks. 


What are we doing about it? Not much. It appears that too many of us are sitting 
back, not trying to do anything about it until the danger is at our own door. We, the 
undersigned independent unit banks in lowa and South Dakota, have always been 
of the belief that if we wait until such time arrives, it is going to be too late, just as the 
California bankers discovered. 


If you are not already a member of the Independent 
Bankers Association, fill in the application blank below 
and forward it to the Independent Bankers Associa- 
tion at Sauk Centre, Minnesota. 


This Advertisement Is Sponsored by the F. ollowing Independent Banks: 


GEORGE STATE BANK Sa NORTHWESTERN STATE BANK 
GEORGE, IOWA ORANGE CITY, IOWA 
STATE BANK OF ALCESTER ’ SECURITY SAVINGS BANK LYON COUNTY STATE BANK 
ALCESTER, SOUTH DAKOTA LARCHWOOD, IOWA ROCK RAPIDS, IOWA 
EXCHANGE STATE BANK LESTER STATE BANK ROCK RAPIDS STATE BANK 
EXIRA, IOWA LESTER, 1OWA ROCK RAPIDS, IOWA 
FARMERS STATE BANK OCHEYEDAN SAVINGS BANK VALLEY STATE BANK 
HAWARDEN, IOWA OCHEYEDAN, IOWA ROCK VALLEY, IOWA 
INWOOD STATE BANK FREMONT COUNTY SAVINGS BANK SECURITY STATE BANK 
INWOOD, IOWA SIDNEY, IOWA SHELDON, IOWA fe 








APPLICATION FOR MEMBERSHIP 


We are enclosing our check in the sum of $10.00 payable to the Independent Bankers Association for 


membership in the Association. 











Dated City State 
Bank 

Mail to: 

independent Bankers Association By 





Sauk Centre, Minnesota President — Cashier 


id ee ee ao se ere eee, Jair ea eared 
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TAX LETTER 


by J. GEORGE ZIMMERMAN, CPA 


Editor, Tax Department 





At the time of this writing, the 
Revenue Act of 1951 has not emerg- 
ed in final form from Congress. It is 
apparent, however, that we will once 
again have a bill designed chiefly to 
increase governmental revenue and 
with little consideration to correc- 
tive legislation. It is easier to add 
another story to our present jerry- 
built structure than to first make the 
necessary repairs to the foundation. 

The passage of the Revenue Act 
of 1951 will not mark the end of the 
search for additional governmental 
revenue. As the Revenue Act of 1952 
will begin to take shape, pressure 
will increase to direct the search for 
revenue towards new sources, such 
as manufacturers’ excise taxes or 
sales taxes. A thorough discussion of 
the merits and disadvantages of these 
forms of taxes would require too 
much space. There are, however, two 
disadvantages which are generally 
overlooked. 

The proponents of expanding the 
excise tax base usually advocate it 
as a temporary means of increasing 
revenue, to be discarded at some later 
date when revenue needs have con- 
tracted. Our experience with excise 
taxes during and after World War II 
should indicate the unrealistic nature 
of this approach. At that time we in- 
creased and expanded the excise tax 
for the stated purpose of obtaining 
revenue, and also to discourage the 
civilian use of certain critical or non- 
essential materials. We were told 
that this was a temporary wartime 
measure; yet almost none of these 
taxes have been removed. Let us 
recognize that whatever form of tax- 
ation we now adopt will be with us 
throughout the foreseeable future. It 
is almost impossible to remove a tax, 
once it has been levied. 


The characteristic of an excise tax 
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which makes it most appealing to 
our taxmakers is best illustrated by 
the other name often used: hidden 
taxes. In this characteristic also lies 
its greatest danger. It can be demon- 
strated that the average family, with 
an annual income of $3,500, pays 
a total tax bill today in excess of 
$900. Only a portion of this bill .is 
collected through direct taxes, the 
balance through hidden taxes. 

Would the average citizen be in- 
different to governmental spending 
if he were presented with one annual 
bill for his share? Would the various 
pressure groups, searching for local 
or special advantage, be as success- 
ful in their quest for governmental 
funds? I do not believe so. 

Let us quit attempting to sugar- 
coat the pill in order to make it more 
palatable. Let us call a tax a tax, 
and collect it in such a way that the 
public will recognize what and how 
much it is paying. There might then 
be some hope of obtaining true 
economy in government. 

* 


A reader in South Dakota writes: 











Za 3 
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“SOME PEOPLE still think the communists 
would like to ‘bury the hatchet’. They are 
absolutely right . . . they'd like to bury it 
in our heads!” 
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“I own a piece of property which 
cost me more than it is now worth. 
I also own the majority of the stock 
of a corporation which could use the 
property to advantage in its business. 
Can I sell the property to the corpor- 
ation at its present tax value and 
claim a deduction for my loss on my 
income tax return?” 


This type of transaction illustrates 
a pitfall which has trapped many an 
unwary taxpayer. The answer is 
“No”; the loss would not be deduc- 
tible. Section 24 (b) of the Internal 
Revenue Code prohibits the deduc- 
tion of losses from the sale or ex- 
change of property between members 
of a family, or between an individual 
and a corporation if more than 50% 
in value of its outstanding stock is 
owned, directly or indirectly, by such 
individual. 

While the original purpose of the 
section was to prevent the deduction 
of artificial losses created by trans- 
actions between members of a con- 
trolled group, the effect is much 
broader. It matters not that the trans- 
action was bona fide and the loss no 
greater than would have been sus- 
tained through sale to an outsider. 
The extent to which the section ap- 
plies is illustrated by cases which 
have arisen where several sales were 
made, some at a profit and some at a 
loss. Application to this situation has 
resulted in taxing the profitable 


(Continued on Next Page) 
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sales, with no offsetting allowance 


for the transactions resulting in loss. 
@ 


l'rom Illinois comes this question: 
“[ have purchased stock on margin. 
The brokerage firm, of course, 
charges interest on the unpaid 
balance to my account. When can I 
claim the deduction for interest 
paid?” 

Presuming that our reader reports 
on the cash basis, the question is one 
of determining at what time actual or 
constructive payment can be consid- 
ered to have been made. The deduc- 
tion should be claimed at the time 
and to the extent that there are with- 
drawable credits to the brokerage 
account. Since this statement may 
appear confusing, let us apply it to 
a specific example. 

Let us assume that the minimum 
margin was put up, that the interest 
charged to the account for the year 
1951 totaled $250, and that the stock 
purchased earned dividends during 
1951 which were credited to the ac- 
count in the amount of $200. The 
interest deduction for 195] in this 
case would be limited to $200. De- 
duction for the remaining $50 of 
interest would be postponed, pend- 
ing either actual payment or further 
credits to the account. END 


Independent Banking Problem 


Independent unit banking has a 
very real interest in this problem of 
preventing defalcations. There are 
two reasons why. 

One is that frequently, when a bank 
closes because of a whopping-big 
loss, it is picked up as a branch of 
some neighboring institution with 
FDIC aid and blessing, since there is 
seldom fresh local capital to set up 
a reorganized bank. The other is that 
branch banks perforce must have 
their own internal examination or in- 
spection systems, which tend to dis- 
courage crookedness among’ em- 
ployees, though cases do continue to 
occur. 

We do not know what direction 
bank thinking may take in dealing 
with the scandalous parade of defal- 
cations and embezzlements which are 
making work for the newspapers and 
the courts. More legislation or regu- 
lation by the governmental banking 
authorities is a distasteful prospect. 
Yet we certainly risk it unless enough 
— which means all — banks singly or 
jointly achieve a better standard of 
self-examination than appears in ef- 
fect today. 

— The American Banker. 
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Maybrook, New York — It’s 30 
years of successful banking that the 
Maybrook National Bank is celebra- 
ting this year. First dividend was paid 
in 1923; this year it hung up its 59th 
dividend, for a total of $143,125. 
The bank boasts modern conveniences 
and facilities — including bandit- 
proof counters, which Cashier 
Charles A. Crist advises THE INDE- 
PENDENT BANKER have been fully 
tested! 

xk 

Solvang, California — The 38th 
anniversary of the Santa Ynez Valley 
Bank, this community’s independent. 
community-owned institution. was 
observed on August 25. Organized 
shortly after the Danish-American 
colony was established in the Santa 
Ynez valley, the bank has grown 
steadily. Total resources as of June 
30 were in excess of $2,550,000. 

President Harold Harkson was one 


of the organizers and the bank’s first 
cashier before becoming president in 
1928. Other officers and directors, 
all well-known in the comunity, are 
Hans C. D. Skytt, vice president; 
Soren Madson. cashier; Christine B. 
Jensen and Helmer Harkson, assis- 
tant cashiers; and William H. Coop- 
er. T. Wilson Dibblee, Harold H. 
Davis, Henry G. Peterson, Thomas 
M. Parks and Messrs. Harkson and 
Skytt. 
kk 


Greenwood, Mississippi — Bank of 
Commerce has begun work on a re- 
modeling program for its entire 
banking quarters, including remodel- 
ed fixtures in the banking room, in- 
creased space. drive-up teller’s win- 
dow. night depository, and new 
directors’ room. Wade Manufactur- 
ing Company of Charlotte, North 
Carolina, is contractor for the fix- 
tures, and Lexington Lumber Com- 





PLAYING HOST to a national tio 
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is a big job, takes lots of advance planning. This 
picture is typical of the numerous staff conferences held by Chicago's banks during recent 
weeks while making plans for the A. B. A. meeting in the first week of October. It happens 
to be the members of the correspondent bank division of American National Bank & Trust 
Company. Seated (from the left) are William B. Whitman, assistant vice president; Charles C. 
Kuning, vice president, and William O. Kurtz, Jr., assistant cashier. Standing (same order) are 
J. Roy West and Louis E. Corrington. Jr., representatives. 


pany of Lexington, Misssissippi, is 
contractor for the structural work. 
Architect is L. L. Brasfield of Meri- 
dian, Mississippi. 

xk 


Beeville, Texas — At the last regu- 
lar monthly meeting of the board of 
directors of First National Bank, H. 
B. Hause was promoted from teller 
to assistant cashier. Mr. Hause began 
his banking career in October 1949 
in the bookkeeping department. He 
served five years in the Armed Forces 
after graduating from West Point*in 
June 1945. 

xk** 

Curtiss, Wisconsin — Capital stock 
of Curtiss State Bank was increased 
from $30,000 to $60,000 by a stock 
dividend in September. Deposits have 
been showing a gradual increase this 
summer. And cashier A. M. Erickson 
is still grinning — and talking about 
— the 42-inch muskie he caught a 
few weeks back. 

kkk 

Howard, South Dakota — High 
school students of Miner county are 
competing in as essay sponsored by 
the Miner County Bank, Howard, on 
the subject, “The Liberties Given to 
Each American Citizen Under the 
United States Constitution and What 
Those Liberties Mean to Me.” 

Four prizes will be awarded — all 
Savings Bonds, in the amounts of 
$100, $75, $50 and $25, and the first- 
prize-winning paper will be publish- 
ed exclusively in THE INDEPENDENT 
BANKER, with photo of the student- 
author. 

For judges, the bank has obtained 
the services of some of South Da- 
kota’s most prominent citizens: Gov- 
ernor Sigurd Anderson; U. S. Sena- 
tor Karl E. Mundt; Bishop William 
O. Brady of Sioux Falls; President 
I. D. Weeks of University of South 
Dakota; President Lawrence M. Sta- 
vig of Augustana College; Dr. N. E. 
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Steele, former president of Northern 
State Teachers College, and Merton 
B. Tice, judge advocate general of 
the Veterans of Foreign Wars of the 
United States. 

All of the county’s six high schools 
have expressed their willingness to 
participate, and Mrs. Ada Gehring, 
superintendent of county schools, has 
given the contest her enthusiastic en- 
dorsement. 

“This is a program that should do 
a lot to stimulate the interest of every 
high school student in his federal 
Constitution, and at the close of the 
program every high school student 
will no doubt have a better and more 
profound knowledge of the Consti- 
tution”, said President Arthur S. 
Thompson in announcing the com- 
petition. “Perhaps never before in 
the history of our country has there 
been such a great need for each and 
every citizen to understand the 
guarantees given to him under the 
Cgnstitution. This is particularly 
true now when so many forces, both 
from within and without our country, 
are attacking the fundamental prin- 
ciples and ideals of our government.” 

xk*k 

Mobile, Alabama — N. Q. Adams, 
widely-known Mobile attorney, has 
been elected trust officer of First Na- 
tional Bank, and A. Danner Frazer, 
former trust officer, has been pro- 
moted to assistant vice president. 
Mr. Frazer will be associated with 
the commercial department. H. E. 
Coale, vice president and trust officer, 
continues at the head of the depart- 
ment, assisted by the following 
officers, in addition to Mr. Adams: 
James C. Andress, Tom St. John and 
Blanche M. Dempsey, all assistant 
trust officers. 

x «wk 

Gothenburg, Nebraska — Surplus 

of Gothenburg State Bank has been 


upped from $60,000 to $75,000. Cap- 
ital also is $75,000, undivided profits 
amount to $80,000, for total capital 


structure of $230,000. 
x «ee 


Forest, Ohio — On October 1, 
Ralph McElroy becomes executive 
vice president of First National Bank, 


and Howard J. Fischer, cashier. 
kw 


Brush, Colorado — New directors 
elected by Farmers State Bank of 
Brush are William B. Paynter, Jr., 
vice president of Citizens National 
Bank of Akron, Colorado; William 
J. Lynn, manager of the agriculture 
department, and Robert U. Hansen, 
auditor. 

x*w* 

Sterling, Kansas — Farmers State 
Bank has completed its new fireproof 
building, 43 x 50, with new fixtures 
and equipment. A unique feature is 
a wood-burning fireplace in the 
lobby, with specially-made andirons 
in the form of the dollar sign. Four 
tellers’ windows provide speedier 
customer service, and a new, separate 
safe deposit vault has been erected 
with a private room for customers. 
A large private office and directors’ 
room is in the rear. President A. W. 
Chandler reports that their customers 
and staff all like the new layout im- 


mensely. 
kkk 


Dassel, Minnesota — Grand open- 
ing of the newly-remodeled home of 
Dassel State Bank was a “grand” 
success in every sense of the word. 
It was held on Saturday, September 
22, from 2:00 to 9:00 p.m., and the 
steady stream of visitors and friends, 
plus the gorgeous array of floral 
tributes, fulfilled fondest expecta- 
tions. 

xk 

Plainview, Nebraska — From 
teaching school to banking comes 
Robert Snider, formerly of Ewing, 





Nebraska, newly-appointed teller at 

Plainview State Bank. He has taught 

school the past three years, but has 

decided on banking as his career and 

is moving his family to Plainview. 
xk 

Long Beach, California — “Open 
house” from 10:00 a.m. to 4:00 p.m. 
marked the recent second anniversary 
of the National City Bank of Long 
Beach, independent, community- 
owned bank. Stockholders and cus- 
tomers were treated tu coffee “and” 
on the mezzanine. 

In its two years of operation the 
bank has made a remarkable record 
of growth, both in resources and in 
number of depositors. The former 
now total more than $5,225,000, and 
the number of depositors runs around 
3,000. Nelson McCook, organizer 
and board chairman, says this record 
was made possible by the personali- 
zed service offered by independent 
institutions and the cooperation and 
goodwill of approximately 235 local 
stockholders. : 

In addition to Mr. McCook, other 
officers are H. G. Markworth, presi- 
dent: Fonda McCook, executive vice 
president and cashier; Clyde Doyle, 
vice president; Kurtz B. Ballou, as- 
sistant cashier and auditor; Walter 
Nieman, assistant cashier, and Ben 
M. Grimes, escrow officer. Board of 
directors comprises a group of Long 
Beach businessmen and _ financiers, 
including Nelson McCook, H. G. 
Markworth, Fonda McCook, Clyde 
Doyle, P. H. Boyson, T. W. Burnam, 
Glen L. Clark, Keith Enloe and Nel- 
son McCook, Jr. 

xk 

Davenport, lowa — Stockholders 
of Northwest Bank & Trust Com- 
pany have voted to increase capital 
stock from 1,000 to 2,000 shares. 
Total capital, surplus, undivided pro- 
fits and reserves on August 29 was 
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$414,000. The new stock is to be 
sold for $175 per share and will 
boost the capital account by $100,000 
and surplus by $75,000. The new 
totals will be $200,000 and $225,000, 
respectively. 

The bank is in its 10th year of 
operation. Deposits are $6,600,000, 
and total resources are $7,300,000. 
Northwest Bank serves a rapidly-ex- 
panding residential and commercial 
area primarily; however, activities 
have been developed and extended 
to serve residents and business firms 
in all parts of the Quad-Cities and 
surrounding area. 

Directors recently purchased a 
158-foot frontage at a principal in- 
tersection for a new building site. It 
is hoped that construction of the 
building may start this fall. It will 
be 54 x 100, with completely modern 
facilities and fixtures, including 
drive-in window and three-fold in- 
crease in safe deposit facilities. 

Officers are W. F. Meiberg, presi- 
dent; Dan Kelling, vice president; 
B. F. McGee, vice president and 
cashier; C. U. Schaefer, assistant vice 
president, and Otto Roehs, assistant 
cashier. 


kkk 


Anaheim, California — The 
Southern County Bank, with head- 
quarters here and other offices in 
Buena Park, Artesia and El Monte, 
celebrated its 39th anniversary on 
September 20. And September also 
marked the fourth anniversary of the 
election of R. Foster Lamm as presi- 
dent. 

Total resources on June 30 amount- 
ed to $13,191,253, a gain of approxi- 
mately 7% in the year, and better 
than 140% since June 1943. 

Other officers besides Mr. Lamm are 
James A. Baker and B. W. Jordan, 
vice presidents; Wilson W. Phelps, 
secretary ; James B. Griffith, cashier ; 
Jones Heddens, assistant cashier, and 
Faith Wittmer, assistant secretary, all 
in the Anaheim office; William M. 
Moore, vice president, and J. L. 
Johnson, pro-manager, in the Artesia 
office; Walter K. Thompson, vice 
president, and H. P. Atherton, Jr., 
assistant manager, in the El Monte 
office, and Bert M. Wells, assistant 
cashier, and R. S. Click, Jr., as- 
sistant manager, in the Buena Park 
office. END 
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“Under the prevailing circum- 
stances, it is suggested that Dodger 
fans refrain from eating while lis- 
tening. Why risk choking?” — 
Brooklyn Red Cross Bulletin, as the 
Giants breathed down the Bums 
necks in the season’s final week. 

kk 

“One of our Senators advocated 
abolishing football at West Point. 
No one, least of all Senator Ful- 
bright, advocated abolishing Con- 
gress because a few bad eggs were 
discovered.” — John Mooney in Salt 
Lake Tribune. 

xk 

“My father knew how to bring up 
children. He only hit us in self-de- 
fense.” — Pat Rooney, 71-year-old 
actor. 

xk 


“Peace is not just the drab bus- 


_iness of seeking security. Peace is a 


positive and creative state which can 
and should enrich the life of every 
individual, of every nation, and of 
the ~whole society of nations. Only 
that kind of peace is self-perpetua- 
ting.” — John Foster Dulles. 

xk** 

“I’m going to run for President. 
Only God can save this nation, and 
I’m willing to help Him.” — W. Lee 
(Pappy) O’Daniel, former Texas 
governor and senator. 

xx 

“We asked Congress for a trans- 
fusion, and they gave us an enema.” 
— Mike DiSalle, price administrator. 

xk 

“A gentleman is any man who 
gives a lady a head-start before rac- 
ing her for a bus seat.” — Joseph 
Gancher. 

kkk 

“Why is it your wife can always 
see a blonde hair on your coat, but 
never a button off of it?” — Earl 
Wilson. 
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Major General William F. Dean, of Berkeley, California—Medal of Honor. In the 
hard early days of the Korean War, when it was Red armor against American 
rifles, General Dean chose to fight in the most seriously threatened parts of the 
line with his men. At Taejon, just before his position was overrun, he was last 
seen hurling hand grenades defiantly at tanks. 
General William Dean knew in his heart that it’s every man’s duty to defend 
i America. You know it, too. The General’s job was in Korea and he did it superbly 
| well. Your defense job is here at home. And one of the best ways to do that job is 
to start right now buying your full share of United States Defense* Bonds. For 
remember, your Defense Bonds help keep America strong, just as soldiers like 
General Dean keep America safe. And only through America’s strength can your 
nation... and your family ... and you... have a life of security. 

Defense is your job, too. For the sake of all our servicemen, for your own sake, 
help make this land so powerful that no American again may have to die in war. 
Buy United States Defense* Bonds now—for peace! 








Remember that when you’re buying home usually is money spent. So sign 
bonds for national defense, you’re up today in the Payroll Savings Plan 
also building a personal reserve of where you work, or the Bond-A- 
cash savings. Remember, too, that if Month Plan where you bank. For 
you don’t save regularly, you generally your country’s security, and your 
don’t save at all. Money you take own, buy U.S. Defense Bonds now! 


*OLS: Savings Bonds are Defense Bonds ~ Buy them regularly! 


The U. S. Government does not pay for this advertisement. It is donated by this 
publication in cooperation with the Advertising Council and the Magazine Publishers 
of America as a public service. 
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In Search Of 


a 


Fundamentals 


A Condensation of the 


Commencement Address at the School of Banking at the University of Wisconsin’’ 


Our country presents the tragic as- 
pect of a great nation unsure of it- 
self, and aware that its unsureness 
is of its own making. 

It is a great nation that has awak- 
ened to its responsibilities and op- 
portunities very late. Perhaps the ver- 
dict of history may be that it awoke 
too late. The last third of a century 
has recorded the long roll of oppor- 
tunities missed and emergencies un- 
prepared for. 

Thirty-three years ago, at the 
close of World War I, the United 
States was easily the most powerful 
nation in the world. There were none 
to challenge her. In Asia, India and 
China had not yet arisen from their 
long sleep. Only Japan had become 
a dynamic power, but with weak- 
nesses that were to cause her down- 
fall in World War II. Russia had 
been rent asunder by war and revo- 
lution. Her dominant governing 
group was so engaged in the internal 
struggle to maintain itself in power, 
that more than a decade was due to 
pass before it would have time for 
serious external adventures. Germany 
had been defeated, and France bled 
white. Even Great Britain had suf- 
fered grievous and permanent in- 
jury. 

The United States alone emerged 
from World War I with power and 
prestige not only unimpaired, but 
augmented. Moreover, the whole 
world looked to us for leadership. 
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In Madison, on August 31 


By Vig Ut. Hancher 


{tt President of the University -of lowa 


cap tied 
! 


We . declined . to ,,.lead.. |The , twin 
forces. of ‘isolation and chauvinigm 
drove us into.a.sghitary,and unilateral 
line. We withdrew within: our, boy: 
ders. To be sure, we entered into 
Kellogg-Briand pacts, and naiyely 
thought, because we had agreed to 
outlaw war, that the word and the 
deed were one. We failed to observe 
that a world at peace is a world in 
which someone is keeping the. peace. 
After World War I we declined to 
share the responsibility of keeping 
the peace either with Britain or with 
the League of Nations, or to assume 
that responsibility as our independent 
obligation. Moreover, we declined to 
prepare ourselves for the day when 
a second demand upon us might 
come. Neither in defense nor in diplo- 
macy did we develop the personnel 
or the policies adequate to our posi- 
tion in the world. 

In the meanwhile, the U.S.S. R. 
was preparing ‘itself to fill the va- 
cuum we had left void. By 1926, 
Stalin and his associates had become 
the dominate group in Russia. There- 
after, for a quarter of a century, 
they prepared themselves, not with- 
out error and discomfiture, but with 
implacable constancy of purpose, to 
dominate the world. We have seen 
with what success their efforts have 
been attended. Approximately 500 
million people have been added to 
the Russian orbit as a result of 
World War II. For the first time in 


modern history, Western ‘civilization 
must consider the possibility of ‘mili- 
tary conquest and defeat by forces 
that ‘are: predominantly Asiatic. 

For the first time in her‘ history, 
the United States desires world lead- 
ership and actively seeks it. We seek 
it not to increase our power and 
dominion, but to increase the pros- 
pects of peace, prosperity and the 
good life for ourselves and for all 
men. We spurned the role of leader 
when it was thrust upon us. Now 
frantically — like children — we run 
after it when we see another prizing 
what we have so lightly cast aside. 

Moreover, we _ find ourselves 
strangely unprepared for the leader- 
ship that we so much desire. We re- 
semble a giant in chains. We are no 
longer the master of our fate. Not 
we, but the Russians, are directing 
the course of great events. We find 
ourselves engaged — now here, now 
there — in efforts to stalemate the 
Russians and their satellites in a gi- 
gantic game whose stakes are sur- 
vival and the determination of the 
course of history for decades, per- 
haps for centuries, to come. We 
realize at last the threat to Western 
civilization from her external foe. 

But Western civilization faces a 
double threat. A civilization may be 
destroyed from without by war and 
foreign conquest. Or, it may be de- 
stroyed from within by ignorance 
and inertia. It may be destroyed from 
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within because those who are a part 
of it forget its distinctive features 
and destroy it unwittingly. 

What is this Western civilization 
which stands threatened? To analyze 
or describe it would go beyond the 
limits of this occasion. 

In brief, Western civilization en- 
compasses the religious and ethical 
teachings of the Jews and Christians, 
the spirit of intellectual inquiry and 
ferment of the Greeks, the sense of 
law and order and justice of the 
Romans, and the concepts of liberty 
and representative government of the 
British peoples. To these fundamen- 
tals of Western civilization, the 
United States has made certain dis- 
tinctive contributions from its own 
culture. 

We have demonstrated how the 
federal principle in government may 
be applied to great populations re- 
siding over vast domains of territory. 
We have developed the concept of 
judicial review of executive and 
legislative action to the end that the 
federal principle itself, as well as 
our citizens, may be preserved from 
arbitrary or unlawful encroachment 
by the federal executive or legislature 
on one hand, or by the state govern- 
ments on the other. We have develop- 
ed the mass production of goods and 
services in business and industry to 
the point where our people have the 
highest material standard of living 
of any of the great powers. We have 
déveloped mass education so that un- 
iversal primary and secondary edu- 
cation is a generally-accepted goal 
of our society. We have contributed 
pragmatism, that philosophy so typi- 
cal of the American desire to subor- 
dinate ideological intransigence to 
the practical determination of what 
will work and what will not work in 
the solution of difficult problems. 

To a certain degree, each of these 
distinctive American contributions to 
Western civilization is a product of 
a much more general one — one 
which we are in danger of losing be- 
cause it has ceased to be respectable. 
Our general contribution is a revo- 
lutionary way of looking at old and 
familiar things and of saying that, 
because a thing has always been done 
in a certain way, it does not follow 
that it should always be done in the 
same old certain way. 

We do this, perhaps without being 
consciously aware of it, because we 
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VIRGIL M. HANCHER 


‘are the products of a Revolution. 


Our political freedom was won by a 
Revolutionary War. But more than 
political freedom was involved. Its 
effect spread into every domain of 
life. This is why Fortune magazine 
celebrated it in its February 1951 
issue under the title, “U. S. A. — The 
Permanent Revolution”. Happily, 
this reminder of our revolutionary 
past appeared in a magazine of un- 
doubted patriotism, devoted to the 
exposition and glorification of Amer- 
ican business and industry. 

Up to its own time, the American 
Revolution was the most profound 
revolution in recorded history. In its 
permanent effects, it may be the most 
profound. It will be the most pro- 
found revolution in human history 
if we do not forget: 

“Our fathers brought forth on this 
continent a new nation, conceived in 
liberty and dedicated to the proposi- 
tion that all men are created equal.” 

In the days of our Revolution, 
republicans — those who believed in 
a republic rather than a monarchy— 
were looked upon as revolutionary 
and subversive characters. We start- 
ed in revolt. 

Those who settled this country 
were not contented stay - at - homes. 
Such people never left their native 
land. Those who settled our country 
were in revolt against the church or 
the state or the economy or the so- 
ciety or the boredom of their native 
land. They were men who had a 
grievance. They wanted things to be 








different. They were prepared to 
look at old problems in new ways. 

Here in this new land they had 
their opportunity. At first, this new 
way of looking at things was con- 
fined to religion and politics and 
social relations. But as time went on, 
and the effects of the individual 
revolution began to reach our shores, 
our new way of looking at things 
began to permeate our economy. As 
a result, our economy has developed 
characteristics that tend to make it 
unique. This has had far-reaching ef- 
fects on our own people. Properly 
understood and exploited, it may 
have far-reaching effects upon the 
world, 

The current appeal! of the com- 
munists to the people of Asia and 
eastern Europe is a materialistic one. 
They promise to break the chains of 
poverty and degradation for those who 
have known nothing but poverty and 
degradation. This is a promise which 
they have never fulfilled for their 
own people. There is no reason to be- 
lieve that they will ever fulfill it for 
any people. : 

On the other hand, our extraordi- 
nary gift for the substitution of na- 
tural power for human labor has 
made it possible for us to develop 
that mass production of goods and 
services in business and industry 
which sustains an _ever-higher-and- 
higher standard of living for the 
American people. It is one of Ameri- 
ca’s great contributions to Western 
civilization. As such, it is worthy of 
our serious thought and considera- 
tion. There is danger that we shall 
forget the very things that have made 
us great. 

There is a saying in our country 
that “/t is three generations from 
shirtsleeves to shirtsleeves”. By this 
we mean that an industrious and 
hard-working father makes his own 
way in the world. His son, brought 
up in the shadaw of the father, in- 
herits many of the father’s qualities 
and carries on the business or profes- 
sion with substantial success. But 
the son, remembering the rigors of 
his own youth and the holidays he 
could not have, decides to spare the 
grandson — his own son — the very 
experiences and discipline which en- 
abled the son the build on the success 
of his father. Lacking those ex- 
periences and disciplines, the grand- 
son is unable to carry on the family 
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profession or business, and the tran- 
sition from shirtsleeves to shirtsleeves 
is complete. The son, forgetting the 
bases of his own and of his father’s 
success, fails to transmit them to the 
grandson, and the very foundations 
of the family’s eminence are forgot- 
ten and lost. 

We are in danger of a similar cycle 
in our national life. What are the 
foundations of our eminence that 
stand in danger of being forgotten 
and lost? They are that we started 
in revolt; that our ancestors wanted 
things to be different; that they were 
prepared to look at old problems in 
new ways; that they looked at many 
old economic problems in new ways 
and with startling effect; and that 
they created an industrial economy 
with unique characteristics which has 
become the envy of the world. 

What are these unique characteris- 
tics of that industrial economy ? 

First, our industrial economy is 
massive. Although it encompasses a 
wide range of enterprises from the 
very smallest, with less than a dozen 
employees, to the giants of industry, 
its unique character is dependent in 
no small degree upon the presence of 
vast aggregations of capital and la- 
bor. We cannot conceive of our 
economy without them. 

Suppose, for example, that over- 
night the United States were to lose 
General Motors, Ford and Chrysler, 
DuPont, the Bell System, General 
Electric and Westinghouse, Interna- 
tional Harvester and John Deere, 
United States Steel, Republic and In- 
land, and every other company of 
comparable size and importance in 
each of our major industries. The 
disappearance of these companies 
would so alter the life of every Amer- 
ican that we would live in a society 
radically different from the society 
we know. These great aggregations 
of productive power are an indis- 
pensable part of the American 
system. 

Our industrial economy is re- 
sourceful. I need only refer to the 
record of American industry through- 
out World War II. That record is 
known to all. It was the astounding 
ability of American industy to con- 
vert itself from peacetime produc- 
tion to the production of instruments 
of war in a minimum time that gave 
our Armed Forces the overwhelming 
potential with which to bring the 
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POSITION WANTED 


Man, age 24, single, 2 years in 
Navy, 3 2/3 years college, 15 months 
country bank experience. Wants as- 
sistant cashier position in Montana 
independent country bank, with fasi 
advancement opportunity. Write: Box 
101, The Independent Banker. 
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GET IN THE FIGHT! 


Join the “Crusade for Freedom” and 
help Truth fight communism. 


war to a conclusion. Our strength has 
never rested in mass land armies. It 
will not rest in mass land armies 
should there be a World War III. 
We do not possess them, and every 
year that has passed since V-J Day 
has increased the ratio of manpower 
against us. 

On a man-to-man basis, we face 
certain defeat in any armed conflict 
which engages against us the full 
manpower of Russia and her com- 
munist allies; but, on the basis of 
industrial and military potential, 
the odds are on our side. 

Our industrial economy is produc- 
tive. Even though all economies pre- 
sumptively are productive, I stress this 
word because the extraordinary pro- 
ductiveness of the American indus- 
trial economy is one of its unique 
characteristics. Not only is the gross 
output of our industry enormous, so 
that we have automobiles, radios, 
refrigerators and all other kinds of 
machines and gadgets in great 
supply, but our output per man-hour 
of labor is very high. 

But we must be on guard against 
errors and tendencies which would 
destroy our enormous productivity 
and its resultant high standard of 
living. There is the error that money, 
rather than goods and services, con- 
stitutes real wealth. We lose sight 
of the fact that high wages cannot 
buy non-existent goods. 

Thus, in our concentration on 
money, we forget that it is the goods 
and services resulting from produc- 
tive labor that gives us the food and 
clothing and automobiles, the neces- 
saries and the luxuries, that not only 
sustain life, but make it happy and 
enjoyable. Probably at no time in 
human history have there been so 
many people free of pressing con- 
cern for the bare necessities of sub- 
sistence as are found in the United 
States in 1951. 

In order to maintain that enviable 
position, we must be vigilant to see 
that the maximum number of people 
are productively employed. Produc- 
tive employmént can cover a wide 
range of activity, from the care of 
the sick to the creation of a work. of 
art, but it does not include employ- 
ment in an unnecessary position or 
in unnecessarily duplicating the 
work of another. Every person who 
is not so employed, every person 
whose work does not add to the ma- 


Page Twenty-nine 





terial, cultural or spiritual resuurces 
of the nation, is a charge on the total 
economy. 

Are we prepared to say that every 
unnecessary rule or regulation that 
complicates the transaction of bus- 
iness and requires lawyers for its in- 
terpretation or additional accountants 
for its application, is an unjustifiable 
charge on the productive power of the 
nation, and has the effect — at least 
as long as we have a shortage of 
manpower — of lowering the stan- 
dard of living? 

A clear recognition of this prin- 
ciple would have far-reaching effects 
on our industrial and political life. 
For such a drain on the productive 
power of the economy occurs when 
there is featherbedding in industry 
and time-serving in the government. 

Another strain upon our produc- 
tive economy arises from artificial 
restrictions on the amount of work 
which a laborer may perform in a 
given period of time. No fair-minded 
person now defends the “stretch-out” 
or any other labor device that de- 
mands more from the laborers than 
they can perform day-in-and-day-out, 
year after year, without injury to 
their health and well-being. 

On the other hand, current restric- 
tions that limit an able-bodied and 
skilled workman to less than his fair 
capacity or to fair average capacity, 
are quite indefensible. They are un- 
economical. They are anti-social. 
They share responsibility for our 
current housing shortage and for the 
excessive, almost prohibitive, cost of 
public and private construction. 

If we value the productivity of our 
industrial economy, we must under- 
stand what will destroy and what will 
augment that productivity, and we 
must prevent the one and encourage 
the other. 

Our industrial economy is dy- 
namic. Thus, it stands in sharp con- 
trast to the static capitalistic econo- 
mies of Europe and Asia. This is 
something too rarely observed and 
understood by our people. 

Capitalism is a fighting word to 
half the people of Asia. To them it 
means cheap labor; it means exploi- 
tation; it means the rule of the white 
over the colored; it means all the 
things against which Asia is in revolt. 
Why should we identify ourselves 
with the overseas, exploitive capital- 
ism of Europe — a capitalism which 
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“There are many live wires among 
our acquaintances who would be dead 
if they didn’t have the right con- 
nections.” — News-Leader, Arcadia, 
Wisconsin. 

xkk 

“God gave us two ends — one to 
sit on and the other to think with. A 
man’s success depends on which end 
he uses the most. It’s a case of heads, 


believes in limited production, low 
wages, controlled markets, cartels, 
and the status quo? What has that 
kind of static capitalism to do with 
the economic system of the United 
States — a “dynamic industrialism” 
which believes in the creation of ever- 
expanding markets by means of high 
wages, mechanized procedures and 
increasing standards of living? 

Through the development of new 
products and the creation of new con- 
sumer demands, through the develop- 
ment of new techniques, through 
shorter hours and increased com- 
pensation, through constant research 
and development, and the — as yet — 
unlimited possibilities which they un- 
fold, our dynamic industrial system 
has created the one economy which 
offers real, rather than mirage-like, 
hope to the overcrowded and under- 
nourished peoples of the world. 

Not only is or industrial order dy- 
namic in contrast to the static econo- 
mies of Europe and Asia, but its 
dynamism makes for a constantly- 
changing social order within our own 
country. If we do not now live the 
lives of our forefathers — and we 
do not — I submit that the primary 
responsibility rests upon the dynamic 
industrial economy. It is the cataly- 
tic agent that has brough change and 
acceleration and disequilibrium into 
our common life. 

It has been said — and said truly 
— that the mode of life of George 
Washington in the 18th Century more 
closely resembles the mode of life of 
the well-to-do Roman citizen in the 
days of Augustus Caesar than it does 
the mode of life of the mid-20th Cen- 





you win; tails, you lose.” — Exposi- 
tor, Yale, Michigan. 
kk 
“They say hand signals for motor- 
ists may be abolished because every- 
body’s got his hand out these days.” 
— Herald, Billings, Montana. 
kkk 
“The American Indian finally gave 
up and let Uncle Same take care of 
him. He has social security. Think 
it over!” — Lincoln Times, Lincoln- 
ton, North Carolina. 
xaek 
“One way to get rid of the noise 
in the rear of the car is to have her 
sit up front with you.” — News, 
Burleson, Texas. 


tury American. There was less change 
in manners and modes of living in 
the 1,800 years before Washington’s 
death than there has been in the 150 
years since his death. 

Changes occurring in our own 
lifetimes bear witness to this fact. If 
home-life and community-life have 
been broken up and disrupted, what 
besides automobiles and _ surfaced 
highways and motion pictures have 
brought that about? If children can- 
not concentrate or think consecutive- 
ly upon important questions, what 
besides the telephone, the radio and 
television are at fault? 

We live at a fast pace, and the pace 
is ever accelerating. New lines of 
goods come on the market, are 
rendered obsolete by new research, 
and others take their place. So long 
as the industrial laboratories remain 
open and the researchers remain at 
work, there will be no such thing as 
security against social change. If we 
want a safe and secure and unchang- 
ing social order, if we seek a return 
to the “good old days”, we must 
close our laboratories, shut down 
our development work, freeze our 
existing lines of goods, and be con- 
tent to make the present the furthest 
advance of human society. 

But we shall not be content to do 
this. We shall not stand still. For the 
first time in human history, the vision 
of plenty for all is not the dream of 
Utopian philosophers. It is within 
the realm of the posible. It could 
come to pass, but it will come to pass 
not as a product of Marxist philo- 
sophy, but as a product of America’s 
dynamic industrial economy. END 
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Ruse and Ruin 


According to his San Francisco remarks to the 
Western Democrats, Mr. Truman thinks that the critics 
of the Administration are “flirting with national suicide”. 
If we would listen to the critics, observes the President, 
the Administrations since 1933 have taken the country 
down the road to ruin. “It’s a wonderful ruin, and I’m 
glad to be a part of it,” commented Mr. Truman twice in 
his San Francisco speech. 

We had not been aware that anyone was claiming 
seriously that our country is in a state of ruin. In a mess, 
yes. But so far, the United States and its citizens have 
been able to retain some large segments of freedoms of 
enterprise, speech, and personal liberties, at least enough 
to survive the onslaught of bureaucratic bungling. 

The Administration has to “go right on doing 
what is right”, says Mr. Truman, in spite of “special 
interests.” The obvious assumption is that only the Ad- 
ministration has the wisdom to know “what is right”. 
This philosophy of the-government-knows-best creeps in- 
to the minds of peoples quietly, insidiously. It manifests 
itself in acts and proposals that amount simply to the 
concept that people just would not know how to’ take 
care of themselves without the government taking charge 
of all aspects of their lives. Mr. Truman modestly sug- 
gests that the strength and prosperity of the country de- 
rives from the Democratic leadership which he and his 
associates have provided to create a “wonderful” condi- 
tion. 

We will continue to maintain that the strength 
and prosperity of our nation has been achieved in spite of 
such government paternalism philosophy: It stems 
directly from the inventive, hard-working, honest, honor- 
able, independent spirit of the majority of the people. 

We have no wish to toil for our government, 
feudal-style, in exchange for being told what to think 
and for being taken care of all our lives. Fundamentally, 
as citizens we are banded together as municipalities, 
states, and as a nation to hire collectively those essential 
services which individually we could not arrange. We 
want police protection’ against the dishonest, and we 
don’t want our policemen in the pay of bookies and 
others who flaunt our laws. We don’t want to pay heavily 
and continually for rehabilitation hospitals for drug 
addicts, when the much better answer is the permanent 
clean-out of the marijuana and leroin peddlers. 


Once we determine to combat inflation, we do not 
want the economy of our nation stifled in some respects 
under the excuse of anti-inflation measures and, on the 
other hand, have the fire fed with the prime fuel of 
inflation: government spending. Once we decide as a 
nation against trusts and monopolies, we do not want 
our tax money wasted in the form of government hire- 
lings chasing industrial enterprises suspected of being 
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monopolistic just because they are “big”, while our anti- 
monopoly legislation is still not completely written to 
protect against monopolistic bank organizations. 

We have a right to expect that the cost of these 
and many other various essential services should fall 
upon all of us in a well-planned manner. Our govern- 
ment representatives must stop passing tax legislation 
that is hodge-podge, complicated, and full of loopholes. 
Our tax laws need complete review and revision from 
stem to stern. 

Above all, we want justice and fair play in our 
scheme of life. The lawmakers whom we have hired to 
draw up the ground rules for us, and the law enforcers 
and administrators whom we have hired under these 
rules, should tend to their assigned tasks and not act 


as if they owned us. 
xx 


wt Financial RFE, 
But Reconstructed 


We certainly appreciated the thought-filled com- 
munication sent to us by Mr. E. E. Manuel, president 
of the George State Bank of George, Jowa. and we 
printed it, complete, in the August issue. Another brief 
look at the history of RFC may serve to demonstrate 
why we have been so vitriolic in our denouncement of it. 

The RFC first came into existence in January 
1932, one of the last acts of the outgoing Republican 
administration. At that time its function was limited 
strictly to that of making loans to hard-pressed financial 
institutions and railroads. It was planned and hoped 
that this emergency agency would be withdrawn as 
quickly as the economic depression would permit. 

But six months later, under a new administration, 
the fledgling agency really began to flex its muscles. It 
passed out funds to states and municipalities. It made 
disaster loans, mortgage loans, mining project loans. It 
turned over advances to the Department of Agriculture 
for the making of loans to farm tenants. Finally, it 
moved into direct competition with banking institutions 
by lending money to private business. 

In the customary manner of governmental 
bureaucracies, the fledgling agency grew additional arms 
and legs in the form of the Defense Plant Corporation, 
the Metal Reserve Company and the Rubber Reserve 
Company. Following Pearl Harbor, its lending authority 
grew even broader, encompassing loans and purchases 
in rationed commodities, subsidy payments, and loans 
for the development of strategic materials. 

The first RFC chairman was Eugene Meyer. Back 
in 1931 he had advocated vigorously the creation of the 
agency. This year he has described the RFC as “now 
nothing like the institution it was intended to be”. He 
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added further, “No institution which provides a pipe- 
line from the Treasury to the voter can be administered 
in a way that will avoid the corrupting influence of 
political pressures.” 

Former RFC Chairman Jesse Jones, former Chair- 
man Emil Schram and former Presidential assistant 
James F. Byrnes all have seconded Mr. Meyer’s obser- 
vations. 

Senate Bill S-1376 presented by Senator Byrd of 
Virginia, proposes that the RFC activity in rubber 
plants, tin smelters, etc., be transferred to other govern- 
ment agencies already doing similar work. We are stuffy 
enough to believe that simplification, and the elimination 
of duplication, are good for the country, although it 
does put some nice people out of work, off the federal 
payroll. 

On the issue of participation loans with private 
banks, we surely want to agree with Mr. Manuel. Small 
and medium-sized banks, unable to obtain participation 
from their large correspondents except on an overline 
for a short period of time on a direct assignment of col- 
lateral, definitely do need a vehicle to guarantee loans 
in their communities, which loans are judged by the local 
banker as genuinely worthwhile but which are covered 
by comparatively small equities at the beginning. 

If this can be the purpose of RFC or some other 
federal agency, we are for it. If this can be the operating 
policy of a federal business loaning agency, to wit, 
direct cooperation with the banks of America, we are 
certain that the false-front executives, the five-percenters, 
the grafters, would find no opportunity to ply their trade 
among the independent, competitive banks of this nation. 


xk k 


Whose War 74 10° 7 


(Reprinted from our February 1951 Issue.) 
* 


The world conflagration that is shaping up 
threatens the personal freedom and rights of every 
American. It should be expected that every American 
enterprise will share on an equitable basis the cost of 
defending those rights. 

But it doesn’t work out that way. — 

When it comes to paying defense costs, we find 
that about two-thirds of the nation’s business assets and 
earnings are taxed for the costs. The other third, with 
just as much at stake, is permitted to dodge its share 
of defense costs. 

In 1916, cooperatives were granted their tax- 
exempt status when they were merely small groups of 
neighboring farmers trying to get a better return for 
their crops. Congress took a generous view of such 
farmer activities, along with a liberal tax view toward 
labor unions and charitable, religious and educational 
institutions. This all was before the planners hit upon the 
idea of taking billions of dollars out of the pockets of 
average Americans to guarantee high selling prices to 
farm owners and operators. 

We have no quarrel with the 1916 Congress. The 
concession granted then was only moderate, the federal 
tax rate being 1%. Today, however, the rate is 38%. 
Many co-ops are monster corporations performing multi- 
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million-dollar transactions in privileged competition with 
taxpaying businessmen. 

For instance, one of the so-called farmer co-ops 
in California did a $300 million business last year. It 
markets oranges and 85% of America’s lemons. The 
biggest sugar refinery in the world is operated by an- 
other “farmers’ cooperative” which makes millions of 
dollars in profits but hasn’t paid a federal income tax 
since 1927. At that time it changed its corporate structure 
to a tax-free status, though it remained a corporation 
with many of the same stockholders. Independent oil 
jobbers in the Midwest are finding survival most difficult 
in the face of a great upsurge of tax-free co-ops which 
are able to pay hundreds of millions of dollars to buy 
up oil wells, pipelines and refineries. One single co-op 
owns 805 wells. 

Co-ops run huge chemical plants, phosphate 
mines, mass-production factories. They handle 75% of 
the nation’s fluid milk. They operate vast feed mills 
and the biggest grain elevators in America. 

Today at least a dozen co-ops would have to pay 
the Treasury an average of a million dollars each year if 
they were taxed on the same basis as their competitors. 
Yet, this is only part of the evil picture. 

The 1916 lawmakers did not foresee that labor 
unions would branch out into commercial enterprises 
having no connection with their union needs. The income 
from union-owned property is gloriously free from 
taxation. Giant super-markets in union towns across the 
country are planned. CIO’s United Automobile Workers 
already have a dozen co-op stores in the Detroit area, 
selling groceries, appliances, clothing, etc. Their an- 
nounced aim is to capture 50% of all local retail trade. 

The charitable trust exemption provides conve- 
nient and legal tax-dodging of the first order. After 
studying some of the thousands of new “foundations” 
and “charity trusts” that have sprung up in recent years, 
the Russell Sage Foundation, a conscientious organi- 
zation, reported: “A disturbing number of such * * * 
appear to have no headquarters other than the office of 
a law firm, to be modest to the point of complete 
silence about any program for social or public welfare, 
and indeed, to be making no present contributions from 
their accumulated and accumulating wealth.” 

If you own a huge farm of many thousands of 
acres, and you are receiving millions in government 
farm loans, and making a nice profit, thank you, but 
you hate giving any of this money back to the public 
treasury, don’t fret. Simply incorporate a charity trust 
with your lawyer as president and treasurer. Then sell 
your huge enterprise to this trust. Continue to run your 
establishment at a nice salary. Your farm and your 
trust now are free from the annoying expense of federal 
taxation. Let someone else pay for governmental and 
defense costs. 

Does this sound fantastic? Not at all. It has been 
done, and continues to be done freely and legally, under 
the archaic tax laws. 

The full responsibility for this tragic and un- 
Democratic travesty rests with the nation’s lawmakers 
themselves. Only Congress can wipe out these inequities. 
Now, more than ever, it is vital that Congress tap this 
flourishing tax source and end this outright injustice. 
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T this time of the 
year millions of young Ameri- 
cans are just starting in school. 
Other millions are entering high 
schools and colleges. In the fields of 
commerce, businessmen are making 
plans for the year to come. 


Important in all these plans is the Inde- 
pendent Banker. His encouragement of thrift 
has made education possible for millions of 
young Americans. Businessmen, too, look to the 
Independent Banker for the advice and financial 
support that will make their plans a reality. 


The Independent Banker is ever conscious 
of his civicand community obligations, and 
the Marquette National Bank proudly 
serves him and his assumed objec- 
tive of perpetuating the American 
way of life and, with it, the in- 
dependent dual banking system 
of America. 
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